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Preface; 


A study of the Bihar State Industrial Development 
Corporation w as \ undertaken as. a consulting assignment by 
a team of faculty members from the Indian institute of Publ 4 
Administration ^ Nev; Delhi. The team comprised of Dr. K.L. ; 
Handa/ Shri J.C. Kapur and Shri Raj Nandy. 

Sortie issues for study had earlier been identified in 
a prelimin-^y report which was submitted to the Corporation 
before starting work on the final repo,rt. In accordance 
with the major concern as indicated by the BSIDC authoritia 
this final report focuses on study of matters primarily , ; 
falling within the areas of organization structure, personi 
management, financial managatent, and management informatic 
systam. , 

The consultants are extremely. grateful to -Shri R.K 4 
Sinha, former Chairman-cum-i'^an aging Director of the Corpo? 
t ion for the facilities end cooperation extended by him. fd 
the successful completion of the study. The team highly j 
benefitted by the fruitful discussions it had vjith him oh 
various occasions. The consultants also acknowledge thei 
debt of gratitude to Shri G.M. 3 ah ai. Technical Mviser a 
Headquarters, General Managers of High Tension Insulators 
Factory, Ranchi, Electrical Ecjuipment Factory, Ranchi, % 
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silk Mills, Bhagalpur, Bihar State Superphosphate Factory, ’ 
Sindri, other officers and staff of the heaciquartars and of 
the Factories, end authorities of Scooter Project at Patvjah, 
for the help and cocperation extended by them in conducting 
this study. Ihe consultants V 70 uld also like to take this 
opportunity to. convey their best compliments to the present 
Chairraan-cum-M an aging Director of the Corporation, Shri L.Dayal, 
and cherish full hope to get further cooperation from the 
Corporation under his dynamic and able leadership. 

The consultants consider it a pleasant task to place 
on record their deep sense of gratitude towards the Director 
of the Institute, Shri T'.N, Chaturvedi, has been a 

constant source of help and encouragement to the team in 
completing the consulting project. He has been an important 
source of inspiration to facilitate the work of the team. 
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CKAPTSR - I 
INTRODUCTORY 

The Bihar State Industrial Devrelopment Corporation was 
incorporated during i960 under the Companies Act, 1956. The 
objectives with which the Corporation has been set up includes 
”to promote, establish and execute industries , projects or 
enterprises for manufacture and production o£ plant, machinery 
tools, implornents, materials, substances, goods or things of . 
any description which in the opinion of the Company are likely 

•k : 

to promote or advance the industrial development of Bxhar." 
These also include, "to aid, assist and finance any industrial 
undertaking, project or enterprise, whether owned or run by i 
Government, statutory body, private carpany, firm or indivi- j 
dual Vi?ith capital, credit, means or resources for prosecution 
of its work and business." J 

■ The Corporation was also required to acquire and take) 
over as a going concern the business then being carried on J 
at sindri, by the Bihar Government superphosphate Factory, 

It had also been handed over the High Tension Insulator Proj 
at Ranchi, Initially start.'3d as. a departmental project, by ) 

* Mamorandum and Article of i»ssociation of Bihar State \ 
Industrial Development Corporation Ltd., p.l. i 




the Industries Department of the State Governmentj, the High 
Hens ion insulator Factory -was transferred, to Bihar state 
Industrial Development Corporation on 1st M.ay,, 1961. In 
addition to these t-wc units / the Corporation has two more 
units being directly run and managed under its control, 
namely/ Bihar spun Silk Mills , Bhagalpur/ and Electric Equipment 
Factory, Ranchi, Also, the Corporation has under its control 
subsidiary companies, namely, Bihar Scooters Ltd., Fatwah, 

Bihar Paper Mills Ltd,, Saharsa ( imp 1 alien tat ion st^e) . 

There are also some companies assisted by the Corporation, 
and others in the joint sector which have received collabora- 
tion from the Corporation. 

The present report concerns the headquarters organiza- 
tion of the Corporation, and, the managonent of the units being 
directly run by it under the control of its Board of Directors 
or as its subsidiary companies. The study is based on visits, 
obseryations, and discussion of the Team conducted at the 
Corporatibn headquarters in Patna and at the locations of its 
:units and a subsidiary company, namely, Ranchi, Bhagalpur, 

Sindri, and Fatwah. It is also supported by a good amount of 
data (in the form of reports, circulars , directives , etc.) 
collectal by the team during its visits to the aforesaid places. 

r- TT,-, ,r- ■„ 'V, tii 'i™.. .1, . - ^ 

The sch*ame for setting up of Bihar Spun Mills was sanctioned 

by the Government of Bihar on 22nd February , 1967 . 
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Orq anig at ion al set-up 

The Bihar State Industrial Development Corporation is 
governed by a Board of Directors comprising of a Chainrian and 
other Directors appointed by the Governor, The number of 
Dj.rectors on the Board is determin<ad by the Governor from 
time to tame^ which as per the Memorandum of Associations is 
not to be less than two or more than fifteen. The Governor 
also makes appointment of Maiiaging Director from among the 
Directors of the Board. The present positions of Chairman 
and Managing Director are combined in the same incumbent* 

Therefore, the Corporation's organization at the 
headquarters has a Chairmtan-cum-M an aging Director at the top 
level of the Managenvant hierarchy. He is -assisted by a numb 
of functional Heads each of vjhom has responsibility in a 
particular sphere, such as. Technical, Finance, Personnel, I 
and Company Law. Some of the functional Heads are supportee 
in the discharge of their duties by a number of other 
functionaries. For instance, the Technical VJing headal by : 
Technical Adviser, comprises of a nusmber of Supervising 
Engineers in the areas of Civil, Mechanical, Jute & Textile 
Chemical Engineering, etc. Below this level are ‘Technic a,' 
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^ficets- and -.vaslstant Technical Officers- working in , 

Ifferent areas . 

mentioned earlier, the Corporation has been 
irectly managing and' controlling a number of manufacturing 
nits, each placed under the charge of a General Mahager. 
hesa various units of the Corporation are locateal at places 
.Ituated far away from the site of the headquarters. 




chapter ~ II 


OPvG.zgSllSATTON glRUGTURE - PRESENT Al^^D THE PROPOSED ■ 

The present organization of the Bihar State Industrial 
Development Corporation (BSIDC) is shown on the chart on 
page 8 » The chart exhibits the structure which has been 
effective almost since the inception of the Corporation. ■ 

We would however like to state that so far as the 
present structure is concerned our interest here is v/ith the 
functions /responsibilities of the different sections or 
positions at the Headquarters or elsev/here end not with the 
persons occupying the positions noi-^ or may occupy in the 
future. : . 

we would also like to caution against a static view , 
being taken of- the proposed Structure. It is impossible 
to reduce a •’living” organization to a "static” chart because 
in the last resort, any structure or design stands or falls ^ 
^art by the ‘personalities’ operating it. All that we , ! 

propose to do is to present a. logical framework. We hope and: 
expect that the Corporation will grow and develop in the time 
to cone and, therefore, suitable modifications will definite! 
be needed in the proposed structure as and when the Corpora- 
tion decides to diversify its activities or undertake nev-; ■ 
ventures «■ 
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Present. Strucrur e 

Jis is but natural^ being a creation of the Government^ 
of Bihar / the Corporat.ion is subject to its policies and 
control* The Departments that exercise this controls includin 
the strings of the Corporation's purse, are: The Finance 
Department^ the Bureau of Public Enterprises, the Industries ' 
Department^ and the Cabinet Secretariat* 

iit the next level is the “Governing Board". The prin- 
cipal tasks of the Board are of laying down broad lines of 
policy and v>?atching resu3.ts . Tliere is no formal functional 
division of responsibility between the members of the Board* ; 
Their responsibility is a collective one and all their formal 
decisions are taken collectively at formal meetings held, as ; 
and when convened* 

Under the Board is the Chairm,an-cum~M an aging Director ; 
who is the highest full-time functionary of the Corporation. 
His primary responsibility is to translate the Board's polici 
into actual practice and to ^sure efficient working of the i 
Corporation, as a whole, and of its various units, individual! 
The term of office of the holder of this position is three 


years 



The principal lines .of responsibility and command 
exten- from the Chairman~ .ura-Managing Director to the General 
Managers of the five industrial units that exist in -different 
parts of the state, on the one hand, and to the section Heads 
and a few Officers on Special Duty at the Headquarters on 
the other. 

The Sections at the Headquarters are: 

1, “Company Section” ; This Section is he^ed by a Secre- 

tary .who deals with all legal problems of a .general 
nature which arise in the .work of the Corporation. 

He also bears responsibility for the preparation of 
agend® and the minutes of the meetings of the Board, 

2* “General Section"; This Section is divided into two 
.■ sub-Sections , One of these is headed by the Chief 
Personnel Officer. ;Bas.ically, he' maintains the records 
. .. and. information concerning recruitment of staff, 
promotions, transfers, etc., - functions generally 
associated with the Sstabl is lament Branch in a Govern- 
ment Department,. 

The actual pov.fers to recruit ,. promote, transfer and to 
take disciplinary acticn are all vested either with 
■ the Chairman-Gum-i'-'anaging Directc." and/or the Board/ 
State Government, Por example, the Chairman-cum- 
M an aging Director is competent to appoint personnel 
only in posts carrying scale of pay of Rs .455-840, but 
'■ those in the pay scales of ,Rs .510-1155, Rs .620-1415, 
and Rs. 1060-1580 , the power rests with the Board. For 
creation and appointments, to posts carrying higher 
scales of pay such as , Rs .1340-1870, Rs . 1950-2150 and 
Rs . '2050-2450, however , the sanction and approval of 
the state. Government is necessary. In any case, all 
appointments to pos'ts carrying scales of pay in the 
range of Rs .510-1155 to Rs ,2050-2450 must be screened 
■ 'and recomn'\ended by a high-powered Selection Committee, 
headed by the Chief Secretary to 'the Government of 
Bihar (other members of the Committee are: 

Development Comn'\issioner, Chairman of the Bureau of 
Public Enterprises, Chairman-cum-Managing Director 
of the BSIDC, and a representative of the Personnel 
Department of the Bihar Government) , 
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Recommendations made by this high-povjered Selection 
Cominittee, must; be placed - ws were informed - befoE 
the Governing Board and/ if approved, then forv^arded: 
to the Industries- Department for final sanction by 
the Governor of Bihar. The average tim.e taken for 
the whole process is around six months. ■ 

The Chief Personnel Officer also looks after the 
nomination of selected officers to training programir 
organized by outside training institutions; the bsid 
. hovjever has no formal training programnie of its oivn. 

The present Head of this Section is an Officer on 
Deputation from the Government of Bihar. He joined 
- the Corporation in iipril 19’78.’ His predecessor was 

■ . also a deputationist from the State Government. 

The other Section is under the charge of a 
“Personnel Manager” and has the function of looking 
after "labour relations”. The post is presently 
vacant and is looked after (at the second tier) , by 
an Executive- -Trainee. - . - - 

3. ,, "Accounfcs Section” i This, Section; has the responsi- ■ 

■ ' ' bility for. all financial matters , including the 

Corporation's annual budget. 

‘ A Financial Mviser, again a deputationist from the ; 

, S't ate Government/ looks after the vjork in this, .sectii 

.Assisting the Financial Adviser in his work are; : 

(1) Controller of Accounts (Headquarters), and 

(2) Ccntrolier of Accounts '(Audit) - and as the title : 
of the latter shows / he carries out int am al checks , 
-on the accounts,' susceptible to audit ,- 

4. "Planning and Developm-ent wing;” The Section has th^ 
services of a heterogeneous group of engineers 
designated as "sup-arvisinc Engineers" in the fields 
of civil, mechanical, electrical, chemical engineori* 
etc* Below therft are the •Technical Officers', also 
engineers indifferent areas. These engineers are 
primarily concerned'' v.'ith handling new projects 
undertaken by the Corporation - from the "planning" 
stage to their "development" or operation* For exam| 
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civil engineers wculd be used to ::orkS tract factory 
buildings, mechanical engineers to procure and instal 
the machinery and chemical engineers to set up the 
"process" in the nev^^ly- established factory. All of 
them, supervisory engineers as well as the Technical 
Officers, are under the control of a. "Technical Adviser", 

5- "Officers on Special Duty"; There are four of them, 

at iaresent,' Each is an engineer by profession. Three 
of thera, v/e were informed, held the positions of 
General Managers of different Units prior to their 
transfer to the Hbad’guarters . The Units they v;ere in 
charge of continued to run into heavy losses. They 
were subsequently replaced, designated as "Officers 
on fecial Duty" and posted at the Headquarters . 

■ Although the nature o~f the work they are engaged in is 
not, essentially, different from that of the other 
engineers in the "Planning, & Development section", but 
they are not a part of that Section, as such, and like 
the other Section Heads, report directly to the 
Chairman-cum-Managing Director . 


Relationship betyjeen Headquarters and the Units Major 
problem - areas 

The Bihar State Industrial Development Corporation,, as 
already noted, is a multi-unit Corporation. The Units are 
physic^ly separated from the Headquarters to .such an extent 
that contact between, them and the" latter is inpeded. Indeed, 
they are 'not only s'epar at Gd by a few miles (excepting the 
Scooter Unit.), but in most cases by hundreds of mil©*' 

/ The three crippled .units of the Corporation' are: the 
ESC at Ranchi, _the Superphosphate .at, sindri, and the Scooter 
factory at Patwah-, So were the other two (i.e. High,.:dens ion 
at Ranchi and the Spun Silk at Bhagalpur) a couple of years 
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ago but,: happily/ they have tumed the corner .since then, 
largely due to change o£ leadership - a prospect ixiiich the 
totmoic Chairm ah/Man aging Director fondly drearafe about for 
the other three sic!k units as well. 

: :; We visited all the five Units, covering three in our: 
first trip and two in the second. Long intervxevjs with the: 
General Managers of all the Units (successful as -3-lso the 
unsuccessful) and their senior officers (when the GMs were : 
not available) yielded for us a fairly large amount of data 
to pinpoint the major bottlenecks which appear to inhibit th 
three sick units from making the much-needed break-through J 
, and -the nevjly-profit-oriented- two from achieving their fulle 
potential.' i 

-Given below are s..ome excerpts from seme of these | 
interviews 'vjlth the General Managers or their senior officerl 

•' Team; -How do 'you look upon, your ass ignm.ent as the Ge 
Manager of your Unit? | 

GM ; One of substantial responsibility (pro fit abili 
or the Unit every year but usually little ; 

outright authority, 

Team: . Would -you like -to elaborcite? b j 

GM : Well, let us first look at the delegation of ; 

■ : financial powers vhich is the weakest point, 

if I may say so, in the 'chain that binds us 
with the Headquarters, We are authorised by 
them to accept tenders up to a value- of say, ' 
Rs .20,000 but When you compare it w/ith the i 
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amount reqiirsd to meet our monthly production 
targets, ■s'ay, Rs . 1.5 laldh, it is blushingly 
low. 

Tales also uhe financial powers to award vjorles 
vjithout inviting tenders. It is presently 
limited to only Rs . 750/~. VJith the ever- 
burgeoning costs of raw materials, you can't 
even hire the, labour for the works , let alone 
carrying out the v;hole operation. 

Incidentally, it might interest you to know 
that this -lirait of Rs . 750/- was fixed almost 
eighteen years back. 

Taam: Who decides -whether to given an employee a 
raise or not? 

GiM j The Headquarters again. We, here, can neither 
punish a recalcitrant employee nor reward an 
efficient one. 

"That, of course, may be a debatable point and 
opinions can differ as to vjhere the final 
power sHould lie. But, even in . simple matters , 

■ such as, sending a key officer of the Unit, say, 
the Sales Manager, out of station to follow up 
an order vjith a party or for some other urgent 
job, the G ^neral Manager must first seek 
permission of the Chairman /111 an aging Director 
at the Headquarters . Telephone system being 
what it is, these things take time. Besides, 
the allowances paid to the outgoing officials 
are so poor that the officer concerned yiev^ 
such assignment as a kind of punishment.' 

"I won't be exaggerating if I call these so- 
called delegated .powers in appointing Icwer- 
Isvel employees as more a sham than a reality. 
For instange, .we have the full powers to appoint 
Class III and IV e:nployees but our hands are 
tied because the selections must be cleared by 
a Committee, including -a representative from the 
Headqu.arters a process which easily absorbs 
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40 to 50 days or so. How can you keep the 
wheels here moving v;hen, the "help" you need 
the very next day fakes ih months- to come" , ■ 

one of the General Managers asked. 

The General Managers also complained about the rigidj 
of certain procedures ■ and the unnecessary emphasis on 
conformity to them within the Corporation’s own rules and 
procedures. Every bills / no matter hov-jeysr petty it may be, 
must be signed by the General Manager, So also every letter 
sent outside.. The ,end-result is that sometimes they get a 
feeling of being over-burdened ^ wasting their energies in ; 
routine taste vjhich could best be left to the officers next ' 
in command at the Unit, , 

But, the procedures that hurt them most do not merely 
exist within the bounds of the 3STDC. There are cumbersome 
and time-cohsuming procedures which exist at the interface 
between -the Corporation and the Government departments 
controlling the Corporation/ and yhich sometimes slow doici. ; 
things and prove very 'e>^ensive for the Corporation in the ^ 
and,- An example cited: wte that of a jeep the purchase of ; 
v^jhich @ Rs, 56, 000 had been approved by the Corporation Bqard 
in - the month of Sspt ember 1979 , According to the 1 aid-down 
.procedures, however, the permission of the Development 
Commissioner and the Finance Department of the Government of 
Bihar hai to be obtained. By the time permission arriv»ad 
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(vjhich took about 5 montiis)/ the price of the Jeep v;ent up by 
7,000 rupees, we were told. 

As vje probed matters deeper, it cotg to us as quite a 
surprise that the Corporation stands overlaid with so much 
bureaucratic control from goverament quarters that even an 
activity like "recruitment and selection of middle-level 
personnel for the Corporation" is divided and sub-divid<ad 
into many sub- activities , with most of them locatal outside 
the Corporation and controlled by one- governmait agency or 
the other.- For example, the very first step towards recruit- 
ment, namely, the drafting of the employment notice for 
insertion into the newspapers, is handled by the Public 
Relations Department of the state Government. Once the appli- 
cations are in, and interviei-js fixed, the problem is not merely 
of coordinating the Gonv-..-nience of the highly-placed and 
exceedingly-busy members of the selection Committee, but also 
one of negotiating a long, arduous movement of the 'selected 
names* through an administrative labyrinth, finally culminating 
with the Governor's approval.- More than often, 5-6 months are 
lost, and that is enough to impair the initiative of a General 
Manager ‘if the appointees were being hired for his factory. 

Evidence of how long and tardy procedures within the 
Units can kill the enthusiasm- of a progress -minded Manager or 
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a senior executive as well as rnajce the decislons*-arriv>sd-“at : 

costly. Came to our notice at' the EEC Factory ^^t Ranchi. 

Our reference here is to the 'modus opera,ndi* v;ith respect ti 
inviting and ex.amining tenders by the Purchase Committee of 
the Unit, we found- that the -whole operation includ'Sd- as man* 
as eight steps (could easily be minimised) which adversly 
affected the speed of the operation. 

We were also told about the inordinate delays in 
decision-making at the Headquarters . The delays, it was 
pointed out, generally occurred at two stages; (i) in the 
recognition of a pro'blCT, itself, and (2) in the solution of : 
the problem. The result' has alv;ays been; unsatisfactory 
control over profits and losses because every day lost in ths 
delay-process costs money and so does every minute. The ■ 
example that v;e vrould like to- ci-te in -this connection is that 
of -the proposal of the Bhagalpur Unit to go in for -Its own 
Diesel Generator to offset the loss of productivity^ rate : 
because of frequent br'eakdovOTs in electric supply. The 
Hecdquarte'rs / we X'^ere informed , took almost one year to ‘ ; 

'recognize’ the problem and, in the meantime, the price of th 
Generator shot up. ■ Until the time of our v^isit, the instal- 
lation of the proposed Generator w.3s nox^here in sight and, 
according to the General Manager, "had they got the Generator 
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in this year,, the profits of the factory could have 

touched an all-time high figure, say, around Rs.l crore and 
40 1 oldriS' # ■' 

# ' 

We stumbled over a similar problem at Sindri; the 
delay in their case was that of the replacement of the old 
plant which had outlived its utility. 

Our interviews as x^7ell as analysis of the vj’eekly,. 
monthly and annual reports being sent by the Units to the 
Headquarters revealved that the idea of designing an ^informa- 
tion system”' ' for m an ag ament control and decision-making was 
almost unknovjn amongst most of the functionaries vjho were 
engaged in the preparation of these reports. They seemed to 
look upon their task simply as one of tabulating operation; 
while they at the Units filial out the proformas in a machani- 
cal fashion every vjeek, month or a quarter, those, at the 
other end, i .e., the Headquarters , simply filed them away.' 
These reports merely emphasized the past or current production 
figures, rather than paying attention to problems, such as, 
deterioration in quality or timeliness of raw materials , 
inadequate cash flbw, reduction in market prices , deteriora- 
tion in work environment at the Unit, or interruption of 
financing, etc. To our mind, this , again, is a malady which 
seems to have been injected into the 3SIDC system largely 
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because of the vjxd^pread import of government al 'influences 
through appointment to key finarice positions of men trained 
and steeped in government rules and procedures and through 
them a 'culture' v/hich is totally alien to^ a- "trading" . 
organization. 

VJhat .did people at the middle-level (such Junior Sngi 
ers and as foremen) see their current jobs leading to - the 
question posed by us invariably 'brought forth a very depres- 
sing picture of their morale, 'and hopes and aspirations. Mo 
of tham feel stuck up and 'suffocating* in their jobs., for th 
past 12 to 14 years. They have almost burning dissatisfacti 
with the salaries they are given, their promoti'dil' 'prospects , 
their job titles. ,We found some of them ernbittered, while 
others turned cynical. Those v;ho had nurtiired a faitot, , , 
e>cpectation of climbing, to the next rung of the hierarchical: 
ladder were only a numbered few. 

We discovered, even amongst the General Managers, 
particularly '.of the unsuccessful Units , a sense of failure 
and inertia-. ....But, what baffled us most was that the. General 
Manager 'of one: of the successful unit v.ho had produced profit 
for the Corporation so 'dramatically* v;:s ft,und n..^]cing 

desperate efforts to give reGognit,ion formi-ho top insnbqiGEnent 
for the outstanding job ho hoi done. The 'r-oCognition* 'tir 
the 'reward* did not come to him automatically. But, perhc?; 


what puzzled ut rnost was to hear scmeone at the Headquarters 
say: "No Incentive should be given to the two General Managers 
unless all the past losses of the two factories have been 
wiped out". There couldn't be a -better way of j-cilling the 
"hen that Isys golden aggs" . ' " " 

We also cane across some senior people at the Headquar- 
ters vjho seem to be spending their time and energies in 
pursuing "vhat is good for me, and not what is good . for the 
Corporation" type of philosophy. This, is what generally 
happens in organizations vj'hen they are over-staffed. 

Centralization, or Decentralization 

■ Thh: collective.- impact of all these constraints is that 
the ability -of the General Managers to respond to the ever— 
changing pressures internal, or external ^ is impeded and 
thbs'e act ‘- as a serious barrier , to their ef fectiveness • 

We believe that s! cardinal mistake that seors, to 
underlie these constraints is -that the top management 
■ (this ' includes the Bureau of Public Enterprises# the Industries 
■^Department# the Governing Board# and the Headquarters) seem 
to mistake "control" with "centralization of decision-making 
power# close direction and unnecessary long and time-consuming 
'c.-prbced-ures" ;” -,We discover this vAien we look at the locus of 
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decisiori-making with respect to certain operational dscisicr. 
which the General Managers have often to rneike but the povjer 
to take them is vested vjith the Headquarters or the *manage- 
ment* above. Let us illustrate the point, suppose the 
General Manager of the Bhagalpur Unit ma3ces a trip to Bang al 
for procurement of raw materials or to Srinagar to sell his 
product^ and he finds himself, all of a sudden, confronted 
V7ith a sudden spurt in the prices at Bangalore or a slump in 
demand for his product, he is not sufficiently authorized 
to take on-the-spot decisions whereby he can either save on : 
his expenditures or his profits by taking advantage of a 
specific ruling market price. He must come back to Bhagalpuj 
and make another trip - this time to Patna - to talk. things : 
over with the Chairmen. In all probability, by then, the 
market situation has undergone further changes and he is out: 
of touch with the realities of the situation. Incidentally, I 
the illustration also- shows hov;' for want of .certain operatior 
decision-making pov’etB While importang’ bargains are being | 
missed, and the poor General Manager wastes his time in 
travelling or consulting with headquarters , the overall casts 
of the BSIDC are becoming exorbit emt. 

Such a policy has unfortunately only resulte^d in 
increasing losses, not only in terms of money but also in ; 

■: ■ ■ , . "■ ■ i 

terms of *lovj motivation* on the part of the managers. 



We bsiiave that such -a : vie\.j of control is the tradi- 
tional view of "controi” / •'Imposed from above ^ rather than 
starnming - from each manager 's sense of personal responsi- 
bility in his,;- job. ■ . 

Perhaps the top BSIDC manag 'ament are reluctant to leave 
operational decisions to the m-anagers because of insufficient 
confidence; in the ability of 'the general managers or it has 
something to do the very values .generally built into a 
typical' bureaucratic organization where decisions are alvjays 
velieved tp,, be best made at the, top. 

In our opinion < in either case it is not a desirable 
policy. We are convinced that- unless some adjus'tments in the 
systOT of ‘'control" and "decision-making" powers are made, 
the profitability of the Units vjill be held back. The 
Corporation is- likely to gro'w further and as it eixpands over tim 
it -will become f^, more difficult for the top management uo 
get and give all the (l) time,- (2) energy, arid (3) knowledge 
to take all decisions — policy ; as. well as operational. 

Moreover,-' these decisions will ..become far more frequent and 
deraanbing because geographical dispersion of the Units is yet 
another important ' factor vyfhich sets up pressure for .a new 
look at. the present vjorking relationship between the 
Headquarters and the Units ,. The costs of communicating details , 
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of referring decis ions > . and the ensuing delays vdil make the 
matters still %vorse,,; ■. . . 

There is yet Mother . reason for a modification in the 
present, centralized decision-making process . . 

A distinction must be made betvmsen a public sector 
undertaking yhich is a ''trcding.'' , undertaking (say, iModern 
Bakeries of the Government of India cr the BSIDC' itself) and 
one that is a "non-trading" undertaking (Income Tax Department 
or the Post Office). The iraportanee of this distinction is ■ 
that in the case of a "trading" undertaking there is an, easy ; 
yardstick of its efficiency - i.e., "finaneiad results" . 
Secondly the Post office or the Income Tax Department - though 
also geof raphically dispersed-.- is only .^ agglomeration of 
thousands of small and big pest offices 'engaged, in .performing 
similar tasks. Compare them with a public secto-r undertaking ; 
like the BSIDC, viiich on the other hand' is engaged in ei . ; 

var.ie'ty of a.ctiviuies - activities which are totally different 
from each ot-her, have very different environrTiental forces, as ; 
also different manufacturing, purchfasing, engineering and 
s ales -.problems ■ ■ ...t:, 

Delegation at three levels : • - ^ ^ 

Thus, because of this great variety of activity and 
circumstances , we believe there are compelling reasons for 
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"decentralization". In other words, authority to take decisions 
raust be delegated to near the ‘scene of action* - and this 
delegation must take place at least at three levels; 

(1) From the Bureaxa of Enterprise/Department of 
Industries, Government of Bihar, to Board, 

! (2) From the Board to the Chairm,an-cum-M an aging Director 

of the BSIDC, and 

(3) From the Chairnian-cum-M an aging Director of the 
. BSIDC to the General Manageirs of the various Units 

Perhaps the very idea of this three-pronged delegation 
of povjers would sound rather radical, for it might be argued 


that, in ultimate analysis , it is the State Bureau of Public 
Enterprises and the Industries Department who are accouhtable 
for the success or failure of all the public undertakings in 
the*State (including the BSIDC) , . first to the state Cabinet, 
and then throug'i the Cabinet to the Legislative Assembly. 

We certainly do not deny this accountability nor do we say 
that such a view or interest is inappropriate,- But, what is 
missing from such a view or perspective is that an operating 
manager, when faced with the problems of adapting his produc- 
tion- pr s ales to a' rapidly changing market, is ~ not motivated 
by those government wide considerations but by the singleness 
of hia - own ■ purpos e , namely . the financial and social success 
of his Unit and so long the Ghairman/lvi an aging Director is not 
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given, and through him the General Manager, the necessary 
tools;,.: (control -over financial, physical, and human resources), 
he cannot be held accountable for' his lapses nor can he ever 
demonstrate his capabilities/ VJhile v?e do recogniEe that 
authorities ..at the 5SIDC must be overseen by the authorities 
in Government, but must a "trading" organization be subjected 
to such an excessive, complex institutioncil control, - .we ''are 
not sure, such a control has - as is evident - tended to 
impose a very excessive procedural rigidity on the Chairman/ 
Managing Director as v;ell as the General Manager. - ; 

It is apparent that v/hen controls, are imposed from the : 
above (authority) on the each lower level.. but those' above 
are not directly involved in- the, results-to-be- achieved I 

(responsibility); an.d, in contrast, when those below -have i 
very specific delgation o£ responsibility (profits) but very 
little or no decision-making authority, we land ourselves- : 
in an administrative situation viiich gives ."authority vjithout I 
responsibility", on the one hand,, and '."responsibility vjith ; 
authority" on the. other - a situation which militates against 
the univers ally-accepted p,rinciple of manag anent , namely, 

" r es pons ibi lit y must comn'.ens urate with authority" . 
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mdeed, it. would be no exaggeration to say that even if 
all the general managers of the BSIDC Units have al l the _ciU_alJjrAQg 
lej^sected of a good manager^ say, coripetence in his specialized 
field, decisiveness, dedication, motivation, leadership, etc., 
to manage their respective Units, but not the authority__ to do 
so, the objectives of the BSIDC will never be achieved. 

"Strategic” and '’Operational" Decisions 

How do we go about overcoming this impasse at the BslDC? 

One v;ay by vjhich it can be done is to divide all kinds of 
decisions affecting the day-to-day run..ing of a Unit into two 
broad categories: (l) Strategic Decisions - the type involving 
purchase of new equipment/machinery, diversification into nev; 
areas, collaboration with other firms, etc,, and (2) Operational 
Decisions - pe.taining to accounting, merchandising, sales . 
promotion, selecting end ra>?arding the capable, weeding out 
^the undesirable, etc. So far as, the "Strategic Decisions" are 
concerned, they would always be- taken at the Headquarters by the 
Chairman/Managing Director in. consultation with the General-', 
Manager.' But, all "Operational, Decisions" will be made by the 
General Managers without reference to the Healquarters . t 

'Profit Centred 

In short, what we have in view is the adoption of the ; 
concept of 'profit centre' and, as envisioned by us, this 
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concept . v,'OU Id be applicable to each Unit. Each General ■ 
Manager shall act as if. he is the "Chairnian/t"'! an aging Director 
within his own area of responsibility. He v;ill formulate 
all the policies of his particular unit v;ithin t:he scope and 
parameters of the .povjers implied in these "Operational 
Decisions". The authority of the general manager shall be 
absolute and he would be looked upon to exercise his full 
initiative and ability in developing ' his Unit to the fullest 
possible extent and to assume the full responsibility for its 
success or -failure. For example, if he is given the authority 
to devise his own 'Purchase' or 'store-keeping' system, the 
responsibility in the event of its backfiring will also : 

squarely rest on his shoulders. Again, he he wants to devite 
from the Headquarte.rs-established accounting system and 
create his own, he shall be free to do so, but if he flounders! 
he runs the risk of losing business and, so, his face and ! 

reputation, if not the job. But, he cannot pass the buck, j 

Such delegation of powers should permit greater 
flexibility, i.e.,- more rapid response to changes at the 
operating levels because, ! first,, it is the general managers ; 
who, more than the Bureau of Public Enterprises, the Industrie 
Department, the Governing Board, and the Chairman-Managing 
Director who have the detailed market information and other ; 



technical 'in form at ion to make right and rapid decisions^ and 
sicond'they v;ould not have to refer their decisions to the 
Headquarters - as they have to do nov; - unless they are of 
exceptional, or "strategic” nature. So lone a general , manager 
understands the framevjork of the "strategic Decisions" of the 
Headquarters^ he is the best man to make on-the-spot : "Opera-^ 
tional Decisions" 

Degree of Decentralization . 

It is important to remember that at times improper 
delegation of authority cars also be fatal and, therefore^ we 
would, not like to recommend a uniform .dose of autonomy for 
each Unitj, The Headquarters will have to carefully strike 
a balance betvjeen the needs “of centralization and de~centraliz 
tion vis-a-vis a particular Unit in the light of the following 
factors ; , 

' I* Basic .Purpose and Objectives of the Unit; , ., 

, 2. Its size and scale of investment; ' . 

.,3. Volume of output; " 

4. Knowledge and experience of th,e General Manager 

V abilities of his immediate lieutenants ; and 

5. •• Degree of stability or instability of external 
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Del eg e t ion veithin Units 

DBlegaticn even within each Unit can prove very valuable 
when 'cost' and 'profit* responsibilities are attached to the 
Section Heads . The total operations of the Unit can be broker 
into sub-operations (Degumniing , Dressing, Picking, Praparatori 
Ring~%>inning ^ Gassing, Reeling, and . Oil Spinning in the case 
of Bhagalpur Unit - to give an example). Once these separate 

"jfe* 

sphers- of responsibility and the costs of their operations: 
are identiEied,- -an effective control system can be applied to 
provide quick fealback to the management about the quality of : 
their functioning., and corrective measures taken for the 
particular sub-operation if that is malfunctioning. Such 
delegation of powers will however again dep^d upon the skills 
knowledge and attitudes of the Section Heads. . 

In answer to the possible apprehension that the time 
has not yet come to permit some of the General Managers so 
much freedom, we would only like to suggest that apart' from 
operational considerations', there are motivational consider a- 
tions also which speak in favour of decentralisation. Empiri- 
cal studies, have shown that most pecple are willing to give ; 

(e) TjjTie required to perform the indicated operational, 

(b) cost in terms of raw materials, and (c) direct time, 
i.e, the real wage rate paid to the individual performing 
the individual step - and (d) overhead and administrative 
charges • 
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FAore to their jobs when they have a high degree of individual 
freedom^ discretion and control over their, \vcrk situations. 
Restrict their ■autonomy , you destroy- their initiat±^/e and 
enterprise. We would certainly like the Headqiiarters ..to give 
a fair trial to al.Vthose young, ’energetic managers vjho have 
the potential to show results. Before imposing discipline 
(control) from above, let the Headquarters test each one of 
them and see if he is capable of ‘.self-discipline* . If he is not, 
.then he is not fit ..to be a G'eneral...Manager . . 

Considerations leading to .Changes in the Pr^ent Structure 

. Goals , . or objectives , .'.it .has been argued, reveal the 

very' char ac-ter of an organisation. Let us, therefore, first 
of all, have a look at the . objectives of the BSIDC: 

1. To.: establish industries in . a manner- that would bring 
about rag ion al, balance in the -’'.gt ate; 

2. To generate the maximum possible employment appor- 

tunity; ' '' - 

3. To utilize the "available mineral, agricultural and 
other ..resources of the state; 

4.. To meet the deinand for products not only in Bihar 
in- the . whole country -end:;.-even abroad; 

5. To run industries . set up in the public sector; and, 

^ of the industries setup in the 

5oiht Sector. 
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"Establishing industries so as to maintain regional 
balance in the state", "Generating maximum, possible employ- 
ment opportunity" - these and other objectives are only the 
broad, general, "social" purposes of the Corporation. These 
need to be distinguished from the ractual ‘opeiVitive goals ' of 
the Corporation, i.e., the end-purposes which the Corporation 
is currently concerned about and is trying to achieve through 
its actual operating .policies . WCi v^ould like to define the 
"operative goals" of the Corporation in the words of its 
Chairman-cum-Managing Director, that is, "To break even, 
follovjea by continued growth in earnings". 

If that is the specific, operative goal of the Corpora- 
tion, then it has to be accepted that the Corporation, as a 
\-;hole, and the individual Units , must be viewed and run as 
"trading enterprise/s" whose social effectiveness can be 
cavaluated largely in terms of their economic effectiveness. 
Because, even if the BSIDC is not a *prof it' organisation in 
the sense a private organisation, there is no reason that the 
3SIDC, nice a private organisation, does not or shall not, in 
future, face the challenge of survival, once this is 
recognised as the primary Corporate goal of thcj Corporation, 
it follows that design of the basic structure at the Hv=.-ad- 
quarters , and other operating mechanisms, such as, delegation 
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of powers to tL..; Units, the budgeting system, the information 
system, the personnel management system, ete., must be built 
to accomplish that goal. . 

o rganization Structures for the Units 

Dealing v.;ith the Units, first, we have already reasoned 
elsev/here that in view of the BSIDC being a group of geogra- 
phically-scattered industrial units, engaged in the manufacture 
of disparate products , there are compelling reasons for 
decentralization. Each Unit vjill serve as a "profit centre", 
and the..General Manager will enjoy freedom to purchase, sell, 
reward and punish -within the broad parameters of "Operational 
Decisions" but at -the same time -would be expected to explain 
and justify all his policies , decisions and actions. The V 
role of the Headquarters would be limited only to strategic 
planning and decision-making, resource allocation, human • 
resource development, support and" advice, etc. We would like 
to repeat that the Intention behind our proposal for decentra- 
lization is not to eliminate control of Headquarters- or of state 
Government but to., introduce "a new form of control" . Rightnow, ■ 
neither "control" now "accountability" is built into the system. 
When a Unit^ .astray, becomes grossly inefficient over time, 
and sho’ws losses year after year, the usual practice (on the 
part of the Headquarters ) and the expectation (on the part of the 



Units)' is to increase the budget, purap in more money, end the 
"Unit never fails". Under the nevj control systaiii, a General 
Mahager vjould' be clearly told about the e:« 5 )ected results, 
given .the requisete freedom to achieve them and, finally, 
this accountability would be,, linked to some rovaard/advancenieni 
V'Jhen managembnt do^as not give freedom, nor dees it reward 


results or punish inefficiency, the General Manager's approacl 
would tend towards buck-passing. And, chis is precisely v-hat 
has been happening so far. 

So far as' the structures of the Units are concerned, 
our - approach is ; 

1. If there are any structural weaknesses, in a 
jparticular Unit, the General Manager should be 
left free to reorganize and distribute work in 

' ' accordance vnlth the requir aments of the , ” environ- 

ment” in which he is operating; 

2. ' Just as we have advocated 'decentralization' 

from the He^quarters to tlie Units, the General 
Manag-ars might also like to experinsent with 
decentralization within, their Units, delegate 
their authority 'to the Section Heads so that they | 
Can get the much-needed, respite from the routine | 
tasks and apply' 'their energies to "break-even" I 

rfsanagement, such as <3iiployee motivation (one of 
the most discussed yet the least understood aspect 
of management) , sales promotion, elimination of 
wasteful expenditures, etc. But, before they do 
so, it would be essential for them to'krsovj that 
those who are delegated authority han?e che potential 
for meeting the reqpiremen.ts of the task involved; ! 

3. k "Costing Section" is a must for every Unit which 

at ascertaining or measur.ing output in 
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terms of 'per manhour* and 'per invested rupee ' . 

It is hard to suggest a uniform costing method for 
all the Units. Each Unit vjould have to vjork out a 
costing system, dependir4g upon the nature of uhe 
industry, the class of products made, and so on, 

4. As already noted, because of the geographical 

spread of the Units and the long distances that 
separate them from the Headquarters, making 
communication and travel prohibitive, it would be 
wise to permanently assign a Personnel Manager to 
all those Units \i;hich have had a tradition of 
management-vjprkers problems . The two Units near 
Ranchi have got them already. Sindri doesn't have 
one and so needs to be strengthened. Perhaps the 
Bhagalpur Unit can do ivithout it (at least, for the 
time being) because it is not a unionized area and 
as such the workers as yet do not seem to, be 
imbued with militant trade unionism, the kind one 
finds at Ranchi and Sindri, the tvro highly 
industrialized areas. We strongly feel that all 
these positions be held by young, bright, highly 
motivated and professionally trained men, 
preferably behavioural scientists . 

As for the powers ^of the plant personnel managers, 

ViT©'- would recorrmend only "partial decentralization" 
from the Headquarters . That 'is to say, certain 
func -ions .which are basic and common : to all the 
■ Units, such as, human resource de'velopment, morale 
surveys, etc., will be clustered at the Headquarters. 

The major responsibility of the plant personnel 
manager would be to tune in to plant problems early 
enough so as to report them to the General Manager 
and thereby make an effective Contribution at his 
level before the things get out of control. 

He would however be free to seek professional 
advice from the Personnel Department at the Headquar** 
ters , This means ' that he will have a dottad-line 
relationship' with the Headquarters Department, though 
for all practical purposes, he will report to the 
Headquarters' only through his General Manager (see 
■ .'the figure belowt 





34 /k • 


General 

Manager 


PI ant 

personal 

manager 



Headquarters 


5. An analysis of the organisational charts of the 
different Units shov;s that there are in some of 
the Units certain positions which exist on the 
chart but have either never been filled or have 
remained vacant for one reason or another. In 
this connection, may we suggest that all such 
positions which the past experience of the plant 
have shovh tc be redundsint be abolished. 


Proposed organisational Structure for the Headca^arters 

The Headquarters of the Corporation, as we have alresly 
se< 2 i/ is made up of five Sections (General, Company Law, 
Accounts, Planning & Development, etc.), each headed by ,a 
different Officer and four Off icers-on-3pecial~Duty - all 
reporting directly to the Chairman-cum-Managing Director. 

An examination of the information gathered through interviews 
and discussions suggests that most of them are acting , rather 
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’‘■water tight' compartments. Ainongst scrn©/ there is overlapping 
and fuzziness v/hich has led to not only dividing "activities" 
(instead of integrating tham) but also the "people". There is 
little or no interaction amonst tham./ nor there is a feeling of 
teamness around. Many are on deputation from Government. There 
are also a few highly-priced people -with not much I'u’ork to do 
and when one man has only %-a~ job to do during a day, a v/eek 
or a month, he w?ill cruite likely fill the other half witl-^ gossip, 
scheming, empire-building and thereby causing a great deal of 
damage to the organization. Indeed, Considering the large 
num.ber of deputatiohists occupying key positions all over 
(Headquarters and the plants), 'we get the. impression as if the 
Corporation is not only operating as government department but 
is actually run by government 'functionaries, we also sensed 
a -lot of ';’interparsonal frictions nd jockeying for important 
positions. Harrassed by the complexities and pressures of 
burdensome details which ought to be taken care of somewhere 
down the hierarchy' (lack of ‘delegation* or 'talent' around), 
the Chairman's time and ..energies; are generally devoted to 
'fire-fighting*. During our three trips to Patna we often 
found him running against time; even his immediate subordinate 
officers have to wait quite often to meet him. On top of all 
that, there is the constraining web of governmental control 
in areas where the Chairman ought to have a certain amount 
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of freedom and flexibility. For instance, if a General 
Manager has given excellent results , the Chairman cannot 
show his "recognition" to the ’Achiever' instantly in some 
concrete manner; he must, first, persuade his Board, and then 
the Government Departments above, and if it takes a couplet:,., 
of months, which is not quite unusual, the dairiage to the 
morale and motivation of the General Manager is already 
done. Once such a thing has happened a couple o£ times , the 
'Achiever' will quit and the plant might again . al id e back 
into its original "red" state. 

Our basic idea behind suggesting an organization design 
for the Headquarters, is' .to provide its Chairmeii-cum-Managing 
Director with additional "arms" ears , "eyes" , and "brains" 
so tha.t he can be freed from the d a.y”^to.-d ay operational 
responsibilities and he finds ample time for reflective; 
thinking and to operate really as an "effective medium 
of control" in behalf of his Board and the State Government. 
We would also like to see that only such problems land up 
at his desk as are not amenable to solutions at the lower 
levels 

How does the Corporation climb out of such an environ- 
ment or conditions? 



Well^ we feel that if it is really serious, then it 
must be prepared to undergo a little surgery whereby the 
extra *£at' that has gathered around it over the time can be 
chopped off and the Corporate-body can be transformed into 
a healthy organism. 

Recommendations ; 

To begin with, we would like to recommend that the ■ 
term of the office of the Chairman-cum-M an aging Director ■ 
be increased from three to give years • We make this 
recommendation because vie feel that three- years are too 
short a period for any -chairman to familiarize himself 
■with the enormity of the tasks he shoulders, to ' initiate , . 
any innovations and to 'see them tp fruition ♦ ' It ' is also 
not possible for the Board or the state Government to 
arrive at a fair judgement about his contribution to the 
Corporation’s success or failure because by the time he 
settles down, it is time for him to pack up. 

Howrever, if there are any legal hazards in the way, then 
we would like to recommend the creation of a new position 
titled “Deputy Managing Director" who will not only serve 
as one of the many arms , ears , eyes and brains for the 
Chairman, anticipate his problems and help him surmount 
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them^ but also serve as abridge or a link between the ‘ol'd^ 
and the 'new' as and when a new Chairman takes over. 

RightnoW/ as reported elsewhere in this Report^ the 
various engj.neering functions at the Headquarters stand 
divided into two groups: One, consisting of Supervising 
Engineers and Technical Officers, dir 'acted by a Technical- 
Adviser who reports directly to the Chairman. The other 
group can be said to exist in the form of four . ’'Of ficers-on- 
^eeial-Duty" - though not an operational group in the strict 
sense of the term - each representing a different . engineering 
background and reporting directly to the Chairman. There 
has never been an inte-rgroup understanding between the two, - 
nor has there been in the past a concerted effort to unify 
them into one centralized Unit. They still, continue to work 
separately, resulting in duplication of effort, lack of ^ 

coordination, vjaste of time cause by conflicts of authority ■ 
and responsibility, and, last but not the least, interpersonal 
riv.alries • , 

V'e would suggest that the planning and development 
function at the Headquarters be centr alis<-3d under one leader 
and unified as to (a) its purpose, (b) methods, and (c) 
controls'. Such a step would ensure, inter alia, clearcut 
assignment of authority and responsibility and avoidance of 


duplication of efforts., centralise-i collection of data and 
its' analysis and thereby carrying in planning and development 
function ’to its proper and logiccil role. Indeed, consolidation 
of all these alniost~similar functions, car.tently carried out 
in divorce from each other, would become all the more necessary 
as the Corporation grows and undertakes planning of ne'v; 
industrial products or services. 

W.e v/ould prefer to name this Section as ; 

■ PLAMNING AND DS/SLOPi-iaiT" D iv is ion . ’ By th e ‘ s c an ning ' f unct ion 
we mean the role of gathering information that would help the 
Corporation in .finding nev; areas of business into which to 
diversy,* .to famine and predict whether the state needs to 
. invest in a new industry , will the project v;ork out v/ell or 
will come to rest as a permanent liability (as did the scooter 
project at Fatw ah) . By the 'planning* function we mean the 
role, of securing and evaluating information gathered, analyzing 
it to determine the present and future needs of the State, And, 
by the 'development ' role we mean the use of available engineering 
expertise to, finally, execute the approved projects into 
productive industrial plants. ' • 

Another issue that needs to be settled here is: 

Should the Corporation have its own special is ts /experts in 
every new area of business or industry or should it play a 



purely general function and obtain the relevant expertise from 
ourside on an ad hoc basis. Our o’^jn vievj is that, for the 
time being, the Corporation v/ould do well to hire Consultants ’ 
from outside to avoid considerable overhead costs* 

Tli:e Head of the "Scanning, Planning, and Development" 
Division must be one ^^!ho has experiaice in bs many engineer- 
ing fields as possible# such as, chemical, civil, mechanical, 
etc., or at least have sufficient knowledge of hov; tp.use 
different engineering specialities in planning and devr3lop- 
ment work effectively. As far as possible, he should also 
be free from biases in favour of his own specialism and; should' 
be able to bring to bear upon his job a broad, perspective so 
as to make him. fit for the many-faceted job. • 1 

As we noted in our prelimary report, the operating ; 

nature of the Personnel Sscrion at the Headquarters sho\«3 
it merely performing what we called as "record-keeping" 
function. The position of the Sectional Head has always been 
held by an official on deputation from the Government of 
Bihar with a background . in law and order, revenue administra- 
tion or establishment mattcats * In other vjords , none of them 
has had any experience of personnel manag3ment in the context 
of an industrial undertaking. Ho wonder, vihen such a person 
is faced with the complex task of conducting unions relations,; 


of interpreting a x-jhole body- of Mage la\^s and industrial disputes 
acts, of preparation and presentation of arbitration castas, or 
of taking an enlightened view of 'labour' as the most precious 
human resource of the Corj3oration rather than as a conTnodity 
to be bought and used, he has had problems building communica- 
tion bridges or rapport with the 'personnel' he is supposed to 
'manage'. We also felt that the Section does not presently , 
enjoy the right" "organizational status";, v-’hat to speak of 
formulating personnel policies for the entire Corporation, it 
is not given even an advisory role. 

In our view, the basic objective of "personnel management" 
in an industrial and trading organization like the BSIDC, is s 
To acquire, maintain and retain a productive and creative 
workforce; and, thereby, make a positive contribution to the 
profit-making capacity of the Corpos-’ation . Such a viev; demands 
the establishm.ent of- a Division which subscribes to the philoso- 
phy of treating 'human resource' and ‘profit* (in the social as 
well as economic sense) as an integral part of its thinking, and 
action . ■ ■■■ .- , 

In the light of the foregoing, v;e %^?ou Id like to spell 
out the following broad functions of this Division; 

1. Advising the Chairman/Managing Director on the formula- 
tion of a sound personnel policy for the Corporation; 
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Concerned v;ith menpower requirenients , recruitment / 
seleation/ placaT\ent, transfers/ dismisaals, salary 
scales / ernployee-benef it sche/aes / performance appri as al 
maintenance of xaersonal files of tfie employees and an 
inventory of their skills; 

Devising training progremnies for employees and rnanagtme 
development for the Headquarters staff as v/ell as those 
in the plants ; 

Rendering staff assistance to the 'Chairmanrcum-Man.ag ing; 
Director and the General Managers on mac ters ' relating 
to workers grievances/ contract negotiations and. contra 
interpretations/ and coordinating all, labour relations 
activities; Keeping informed on all State and National 
Lavjs relating to personnel; 

Carrying out ‘morale surveys' of employees/ from time : 
to, time, ard give a feedback to management on its 
policies and practices as perceived and felt by the' ^ 
errployees./ for suitable modifications/iinprovements and j 
to keep uptodate as far as possible on latest knowledge 
about motivation techniques/ etc; ' . I 


6. Influencing managarnent people at all levels in carrying 
out the principles of good personel management, i 

Ideally, the Section should be renamed as "Hunuan Resource • j 
Devision” so as to highlight the significance of the tasks 
involved. The Head of the Unit should be at least .a MBA with' 
training in ‘behavioural sciences* and personnel management 
Since so much' depends on the quality of personel or human i 
resource' and because of the high oqpense of staffing, it I 

follows that only the bes t^qualified personnel ovailable ; 
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Por •appol.-itment of 'Personnel Officers' at the Units, 
only graduates in Psychology or diploma-holders in personnel 
managOTent v.;ith clearly-demonstrated interest and ability in 
the personnel field should be selected. 

We vjomld also like to, suggest the creation of a 
“Management; information Unit" , directly under the charge of 
the .Chairman -cum-M an aging Director, or a Deputy Managing Director 
(as the case may be) , The Unit would be headed an an Economic 
Analyst whose primary function would -be to act as a processor 
of data flowing from the various plants', feed the senior 
management at the Headquarters so as to enable them to arrive 
at the right decisions and operate effectively. For instance, 
the Unit vjill attempt, to develop accurate, uniform inform^ion 
costs, production, income and so on after the data received 
from the units has be^ carefully and rapidly compiled. The 
Unit will compare the current hand past performance "of an 
individual unit., of the various 'processes' within it/ 
identify critical weaknesses and then immediately report those 
abnormalities to .the concerned management levels at the. 
Headquarters and through it to the Units ..concerned. 

We would recommend that the strength of the Headquarters 
staff be as limited as possible. The Headquarters staff would 
be primarily a scanning-planning, -dev eloping, investing. 
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coordinating/ monitoring and inspectional agency/ rather 
than one involved in the day-to-day operations of the plants » 
Ir. is very irnportaint. all the top positions at the Headquarters 
and of those in the plants are filled with really first-rate 
talent. Because, if you put all your best brains at the 
Headqucir:ters you \i?ill miss then below - at the scene of 
action,.,. If you all the talent at uhe bottom but not at the 
top, this \\'OUld mean second-best managing the 'best* talent. 
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Six 

PERSONS 3L PL^iNTS 

(vjith special reference to 
labour relations and Incen- 
tive plans) 

’liceoretically , "personnel management" consists of 
several areas or functions, such as, manpower planning, 
selection, training, appraisal, compensation methods, and 
labour relations. But, viien vje tri'ad to relate it to the 
specific neois of the plants run by the BSIDC, x-je discovered 
'that of all those areas the tv^o that sear, to have parti- 
cularly dominated the thinking of ’workers and management 
alike in the past and still continue to inf luence ' and 
determine bhe attitudes' and behaviour of each about the other 
are: Management's viev^ of Workers and vice-versa (labour 
relations), 'and Compensation methods (incentive plans fand 
pay scales). It would 'therefore be only appro|>Eiate that 
because cf their potenticd significance in the scheme of 
things in the plants that these tx^!o vital sectors of 
"personnel managc=ment" receive our special attention. In ■ 
ultimate analysis, after all, the perfoitnance of an- 'enter- 
prise like BSIDC depends much raora on its 'labour relations* 
(and the v^ay they are carried out) , ‘incentive plans' 
(which stimulate higher productivity amongst ’workers) 



than on its technology or pricing policy, or other factors. 
Labour Relations 

Good labour relations, in our view, refer to a "mutual 
desire on the part of labour and management at’ all levels 
to work together for comraon objectives," Parcelling out 
the 'common objectives ' to the two parties involved, we 
may say that if the objectives for 'labour* consist of 
efficiency, productivity, and profitability of the plants, 
for the 'managtanent* these ^^'ould mean improvement of wages, 
of working conditions and general well“being of the v;orkers * 

Viewed against the background of this definition, let 
us see what is the record of the various Units of the 
Corporation? A fleeting glance at the record would be in 
order here for in. no industrial setting the 'present* labour 
relations can be divorced from their 'past* history. 

Old - fashioned Attitudes and Labour Strife 

As we sat through long hours, talking and listening 
to management, union leaders, individual workers , and 
middle-lever supervisors, the testimony that came through 
wass Poor labour relations are of long standing in almost 
all the BSIDC plants ; the record does not really vary much 
from plant to plant,' 
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Take^ for instance, the Electric Equipment plant at - 
Tatis iwal, Ranchi c There has been labour unrest almost . , , 
since the est^lishment of the factory in September 1970 
(excepting, of course, a short-liviad lull in 1975). 

Punctuated by go-slo'vs; methods , strikes and opal warfare 
betvjeen labour and manac:iemeht, the leilaour unrest reached its 
crescendo in 1974. We were told thct the first general 
manager of the factory (an ex-military officers) never wanted 

to be bothered dealing wit-h the workers demands , however justv 

or fair they might be. He is reported to have cold-shouldered 
the very first deiri and of the workers (not organised into a, 
union, then) v/hich merely requested him to arrange for better 
meiical f£^cilitie3 for them arad their families. Later on, 
what to speak, of recognising the right of the workers to form 
a union (despite a .ruling of the then Assistant Labour 
Commissioner, to this effect), he viewed the very idea of a 
union as -a kind of menace or ^avil which must be crushed at 
all costs » Details of the long d.rawn-out struggle by- the 
union and the spate of strikes that paralysed the Electrif 
Equipment during 1974 and 1976 need not detain us here. ; ■ v 
Suffice it to S vSy, that, a very serious consecjuence of such 
an old-fashioned labour philosophy oh the part of the 
previous managements in the plant h<as been that it left behind 
a trail of bitterness which not only disrupted discipline , 



amongst the vjorkers but also dislocated the economy o£ the 
plant. 

The emotioned, feelings that separated workers froim 
managem^t whether at the sindri Plant or in others have been 
no different in their range and intensity. These have varied 
only from time to time, dspe.nding upon the men who comprised top 
manag orient and their leadership styles. 

wrong Assumptions axid Faulty Practices 

The -success iye managements s-eem to have always seen 
workers as being hired to carry out certain specific tasks 
for specific vjages paid to them. They also seem to have 
believed that the -workers are, by and large, indifferent, 
careless and insincere and therefore they must be controlled ' 
and forced to work. The meaning' of ‘discipline* has also 
been taken ‘to punish* and not* to correct', we observed that 
mpbasis has gen-or ally- been on " work- and-prof its " rather on 
"people-and-profits" . - The personnel managers perceived their 
coles as of ‘policemen* for the m> an ag ament, trying to manage 
labour relations -through command and control. First-line 
juperyisors , like foremen,/ have never be^ t-rusted and allowed 
-G participate in decision-making which might affect the profits 
3f the factory. Nor have, they ever 'been'- encouraged to serve as 
::hannels of communication between the worke'rs and the management 
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Indeed/ roost of the menageroents even today do not seem 
to understand the iroportance o£ "£ora'n,en'' as perhaps the mos^'-""': 
critical group with respect to (a) harmonious industrial 
relatioas, and (b) productivity and/ thereby/ of the pro fit a~ 
bility of the plants. 

Yet, of all the employees in each unit, v;e found the ’ 
foremen as perhaps the most depressed lot. Many tallred of 
their career ej^pectations when they first came to \\ork for 
the BSIDC and now regret having done so. Others do not seem 
to see "a future at all”, stagnating at the maximum of their 
payscales/ and with no hope of promoticn , they feel resigned 
to their present positions. "I dc come to the factory every 
morning to work" , one of them said, "but l have really lost 
all interest in the job" 

Generally speaking, workers in all the plants see 
thanselvss as underpaid. "A helper in our factory is paid, 
only Rs . 27 6/- p.m. as against about Rs .500/- his count e^r- ^ 
part gets in the next-door public sector undertakings like : , 
FCI' and BCCL" - is how one of the ■ vrarkers at Sindri verbalised 
his sentiments, 

"It is not just the salaries; other benefits licre are 
also fewer", the team was told. For exanple, benefits, such 
as 'marriage allowance' which were available to the Seci'etariat 



employees vjere not available to them — though tneir psiyscaies 
•wQire applicable to them. 

Hov; did they perceive their surjarvisors right up to 
the general managers? The reaction of the workers / by and 
large (including those at High Tension and at Bhagalpur), was; 
"cold/ impersonal/ and inaccessible". 

The worker also complained of lack of "safety consci- 
ousness" on the part of management,' "Come to the slip House. 
There is so much dust but nothing has been done about it"., was 
the comment of a worker at High Tension.. Workers in the 'de- 
gumraing' section at Bhagalpur too complained of dust. 

The only dining hall that had .a clean/ orderly appearance 
with its sun-mica top tables was at Bhagalpur* The one at the 
Electric Equipment presented a very desolate look. Small/ 
inadequate, and cramped vjith old, shabby tables, it did not 
even boast of ventilators. In the summer it must be hotter and 
in the winter , ‘stuffier ' . The dining hall at High Tension is 
quite, imposing so far as its size goes. But, looked neglected/ 
dull an4^eary. At sindri — if v;e remember all right — they 
did not even have a designated place for the workers to take 
their lunch/ have a short brealc or even a smoke.- 
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The problem of "housing'* was also repeatedly mentioned 
by the vjorkers ; at some locations for its 'inadecfuacy* , at 
others for its 'total absence*. At jjlaces like Bb§.galpur and 
Sindri, and Tatis iwal the problem is very acuta. The workers' 
live vjith their families under all kind of conditions.' We ■ 
were quite surprised to learn at sindri that th-ay vjere paid 
only Rs .3/** p.m. as house rent allowcmce. 

Medical benefits are not standardized in all the plants. 
For example if at Bhagalput/ the vjorkers are attended to 
twice a week by a part-time private doctor and are reimbursed 
upto Rs.200/- tovjards medical expenditure, at the Tatisiwal 
factory they got only an ill-equipped disiaensary just at the 
gate of the factory. The higher-ups, as also at High Tensicn, 
are permitted to consult private doctors and are reimbursed 
full medical expenses. The workers chaffed at this discriminci- 
tion and were pretty irate about it, we also heard of malpra- 
ctices on the part of the private physician attached to the 
Bhagalpur factory. 

Workers ' in all the plants were , found to be^ viithout any 
psychological attachment or commitment to their jobs, their 
superiors or to the organization they k-jorked for. They saw 
their jobs merely as 'sources of income' and none of them said 
that he was proud of being an employee of his factory. The 
felt no sense of loyalty, either. 



The personnel section (or , in its absence, those ent rous- 
ted with personnel v;ork in some o£ the plants) do not seem to 
accurately perceive the intensity of the workers feelings about 
their work environment, Bven if there may be the solitary case 
of one or two such officials , they do not have the authority to 
initiate and iraplement personnel or vjelfare v/hich they consider 
as important or d citable for the workers' well-being, vje also 
did not come across any evidence to shov; if in any of the plants 
the pe' sonnel officials had ever carried out any scientific study 
of a workers ‘ problem, then prepared a report for the management's 
enlightenment, when asked, v;h ether they are ever sent out to 
attending training courses, all of them replied in the negative. 

Some time was devoted during our interviews to the 
determination of the workers * pe-'ceptions of the styles of 
Supervision of the officers dsove the level of foremen. These 
vjere termed as 'authoritarian* by vjorkers in most plants. The 
workers complained of these supervisors talking to them in a . 
condescending manner. , . 

All these problems are inter-related. None of them .stands, 
alone. So long as managements are not interested in understanding 
their workers as feeling, living and thinking ‘human beings* but, 
instead, see them as some abstract thing cal led 'labour*, an 
atmosphere of distrust and apathy is sure to be built up, and 



anti-nuioagaraent unions (rather than pro-raanagement) will 
continue to be born as outlets for the workers to channelize 
and give eraotional expression to tx-eLr problems and demands. 

As a result, today pvorkers and managements in most of the 
plants are not thinking on the seme vmavelengths but are 
operating on different assumptions about each other. Worst 
of all, no serious atternpu has"bver been m.ade or is being done 
now to bridge this psychological separation. , . 

Building Better Relations; Some Tools and Techniques 

■The ^ ask of improving labour-management relations in 
the BSIDC plaiits is quite sizable. There are plants in v;hich 
relationship between the, two is still characterized by suspic- 
ion and conflict ■ and- there are others where right now there is 
a mildly friendly atmosphere. ■ Apparently, the task cannot be 
accompl'ished overnight or in a fexf weeks -.pr months , though 
it might be somevjhat easier, in, plants of the latter category. 
It would nea3 sustained, dedicatol hard work. Besides, there 
is no scientifically arrived- at or ready- tiayapply formula 
leading -to healthy labour managanent relations/ either. Wlien 
to yield, when to resist, w^en to compromise - -are matcers of 
carefull ari’al.i'sis of £i given situation as well as of intuition 
However, experiences of hundreds of situcitions here in India 
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arid abroad in private and public seccors, have been distxlied 
into .certain tools .and techniques that can also be helpful for 
the BSXDC management in dealing with their industrial problems. 

Priority Humber one: sensitivity to and Introduction of 
Democratic Process in Industrial P.elations 

‘Our investigations showed that xvhile the 'old tradi- 
tions* of hostility to the 'f of unions * has died out in 

all the plants but, somehow, the tradition of hostility to the 
unions or the workforce, .by and large, still continues. Som.e 
of the plant man agarnents still sesn to think of "labour r eia- 
tions" in terms of a misplaced paternalistic idea of philan- 
thropy whereby occasional, sops are thown to workers in order 
to win them over. Most seem to be out of touch vjith the 
realities of the modern industrial milieu. In this age, trade 
unions are steadily being accorded greater voice and participa'w 
tion in the management of the plants .. In Europe' today, for 
example, the most moderate - repeat ‘the most moderate* - union 
leaders are already talking in terins of a "nevj economic model" 
where unions will co-manage, co-direct and co-own the assets , 
The traditional managerial "freedoms" stand diminished. Even 
in countries like the U.s. and Japan where managements are 
usually cautious and cool towards such suggestions, the European 
experiments with 'work councils-* and 'workers Directors '/. are 



being actively Gonside'tABd and debated, vje therefore strongly 
feel that there is an urgent need to increase the sensitivity 
of the key members of management in all the ESIDC plaints to the 
new developments in industrial management the x^jorld over. 

We are not hovjavor suggesting that the plants go in 
for "industrial dfanocracy" just beceuss it is the latest 
style in labour relations in the west. We are not advocatixig ; 
the appointment of vxorkers as Directors or grants of some 
povjer to them to take decisions on thoir ovm. All we w'ish to ; 
submit is that if all the plant managvsxxents wcint more 
cooperative vrarking relations with their unions or workers, 
then they must give serious thought to ways and means by 
which it is possible to obtain their loyeilty and obedience. | 
One of these tinxe tested methods is: to extend a little 
'democratic process ' in industrial relations , i.a., to increase 
the participation of labour in management at the "individual" 
as well as the "group" level. That is to se/, that instead of 
only one or two individuals at the top doing all the thinking 
and taking all the decisions xvith respect to shop— floor or 
other production problems and then telling those below v.hat to' 
do, enployces at all the levels should bo involved in joint 
problem-solving. The idea is that when people a:*e simply told 
what to do, they have no responsibility for what happens. But, 
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if they have a 'voice ih deciding a . articular cours o ot a-Ction, 
part pf the responsibility to n\ake a success of it is theirs. 
This vjill give all the employees not only a greater sense of 
belonging and participation but also a greater sense of 
dignity and recognition of their \\'orth both as individuals 
and as employees of the Corpora'ticn . Studies have shov^n 
again and again that a 'participating* worker is an ‘involved' 
worker. And, as he gets more involved in his work, he also 
becomes more committed to it. But, it is absolutely imjportant 
that the participation offered is 'genuine' and not 'mani- 
pulative', designed to undercut a union or workers donands . 

Progressive industrial organizations .in Japan and in 
the Best have made very effective use of this democratic 
process by calling what they refer to as "employee mass 
meetings" at regular intervals for rautual interchange of ; 
ideas . These meetings take the form of ' rn an agsment meetings ‘ 

GM speaking to all the workers , or .'supervisory meetings ‘ 
Senior Engineers talking to the Assistant Engineers and 
Foreman- or Foremen speal-cing to the workers. Such meetings 
have been found to be of g'ceat help in building bridges, 
establishing a rapport and demolishing,/ any, conYnunication 
blocke or misundertakings . . BSIDG Managements can use these 
meetings to place facts (particularly wrongly ■ reported or 
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wrongly interpreted by the union officials) and to explore 
errployees • reactions to probltans of mutual concern. The 
meetiiigs can also be held to reviei'j the performances of the 
various shops, sections or units to compare their individual 
performances with "production standards" or against each 
other. 

This is a very simple and ine:-cpens ive device but in 
terms of dividends it is reported to have paid off tremendous 
g ains . . , ■ 

We vjould hov/ever hasten to add that vjhen traditionally' 
authoritarian manageraent make an attempt to adopt ’partici- 
pative' style of management, they sometimes find themselves ’ 
face to face v;itii suspicion and indifference oh the part of 
the -v^jot’kers . But, researches have indicated that such 
initially- negative reactions are often the result of long 
bottled-up feelings of animosity towards the management and 
therefore should not be taken as an evidence of the-unvrarka- 
bility of the participative style of management, 

A new cliitate would have to be introduced, a climate ' 
based upon a feeling of genuine partiGipa'cion, ; ■ • 

Priority Number’ Tyjo; An Overall "Labour Policy" 

No enterprise can work to its cptimal or maximufi 
effectiveness unless man.aQernent is clear about its overall 
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policy towards its labour, .The Corporation must, therefore, 
work cut a written stateraent of such a policy, both as an 
expression of its beliefs end philosophy about labour as a 
resource .as ^^lell as its intent with respect to matters such 
as. Collective Berg ain.ing Ain ion Relations, Compensation (Pay 
and Bonus/lncentives ) , working Conditions, Discipline, 
Grievances, Safety, Hours or work, etc. 

The Policy document would clearly list out (i) rights 
an d res pons ib i 1 it i es of m an ag ament , and ( 2 ) r ights and 
responsibilities of unions/woricers . This is imperative because 
if the workers always insisted on imposing on management too 
high pay demands , they must know that the plant could go bank- 
rupt and their own jobs jeorpardized . For m an ag orient, such a 
statement vjould mean that if they believed in denying 
their workers a square deal in their working and living 
conditions they should not be surprised to receive, in return, 
bad morale, low production and strikes , 

Although the Corporation would have to work out its own 
Policy Statements , but the follov-zing could serve as illustra- 
tions I 

"It is desirable that each employee should know at 
the beginning of his service with this Gorporation the 
principles ' and practices -which the 'management would '■ 
always endeavour to observe in its relations with the 
■workers......... t ■: 
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1 . Working Conditions 

■ The Corporation believes that good working conditions , 
in the fullest sense of the term/ ere absolutely essen- 
tial in industrial effeciency and progress. A concerted 
effort v.!Ould always be made by the Corporation to 
provide for such conditions for their worlcers . 

2. '■fiiTplovees /Union Cooperation 

The success of each plant depends v^ry Irorcely as the 
■whcle-hear'ted cooperation of the v.orkees . The manage- 
ment anticipates such cooperation on the part of 
everyone in the plan’ts . 

3 . ■ ■ •'Pay 

The Corporation believes that the average aT\ployee 
cannot be induced '-into a proper frame of mind unless 
he receives a fair vjage. The Corporation would make 
periodical investigations in the surrounding iQcal4^i^ 
industri>3s ’to keep its general wage level at par vjith 
others, under similar conditions, for similar work. 

4 • 'Collective Bargaining/Union Relations 

It vjould be Corporations policy to deal with properly, 
establish'sd representatives of our emplo'/ees ^on all 
matters of mutual interest perteiining to vjages , working 
conditions, etc. The Corporation vnill ne^gotiate ■with 
such representatives in good faith and would live up 
to - and 80 ■v.ju Id expect the union representatives - 
both the letter and spirit of any collective bargaining 
agreement,. ■ ■ * ' ... ; 

The management would strive for the npixinsur.! degree of 
mutual confidence, understanding and respect in its 
relations with such rep..resentatives , 

5. • "Freedom of Discussion with Manacement 

It is the desire of this Corporation thcit ail its 
^employees shall feel free to see-k inforr.'.ation or advice 


form the rnanagernent on whatever official rriatteE_^that is 
troubling theni/ or to call attention to any condition 
that may appear to theru as inimical to their interests . 


6. "Duth Towards * Employers* 

The people of Bihar are our real masters* Since it is 
they who under-vjrite our vjcige hills, our obligations 
to them demand that wei (a) satisfy ourselves that we 
do a fair day's work for a fair day's salary, (b) properly 
maintain and malce the best possible use of all machinery, 
tools and equipment^ (c) avoid \«jaste of materials,, supp- 
lies and manhours , ?d) develop nev? and better methods 
that vjill increase p.roduction and efficiency, and last but 
not the least, '-...t (e) check at the end of every 

working day that v^e are meeting our obligations to the 
people of Bihar. 


Management with, a "social" attitude towards labour, 
and labour with a "respo.asibie'" attitude tovjards management - ^ 
should be the central tharne of this., document . if the managem^t 
takes a ^social* attitude towards its workers or is pro-uniop,' 
the workers woi Id, in all probabiirty, respond with a 
"responsible" or pro-management .'attitude. In case a proof is 
needed in support of this statement ,. then Arun Pathak's .Award 
(an ex-Chairman of the Co.rpor ation) of 1975 vjould serve the 
purpose. The same set of workers at the electric Sqaipment 
Plant, it may be recalled, who v«?ere so worked up and belligerant 
before the Award, rose as . one man to produce nearly 300 trans- 
formers with-in a month (against the total installed capacity 
of only about 135) to eneible the managt^ent keep its coto 
ment with a client. 
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It vjould also be useful' if the Labour Policy document 
highlights that fact that each BSIDC plaint, or part of public 
sector / is a small "island of socialisra" and the philosophy 
of socialism raqtjires a nevj set of attitudes eJid morality. 

In contrast to a private-sector undertaking which places 
'management* aj,nd 'labour' in opposite canps/ e.nd v?here collec- 
tive bargaining generally entails a sort of "eidversary" 
relationship . between the tvra, in a public sector enterprise 
there is., no employer. All/ including the top men> are 
employee (the ‘employer* is the people of Bihar. There is 
thus / no room for arguments as "they" and thus"/ for any 
feudal thinking or attitudes. The interests of the two are 
so identical chat even if a line v^ei^e to be dravjn betx,;een 
those vjhc 'manage' and those vjho are ‘managed*/ the latter 
can at best ba viexjed as yet another extension of the former. 

Copies or reprints of this document must be c.irculated 
amongst all plant managansents and the union representatives. 
All: the GMs and the personnel officers (or those in charge 
of personnel matters) must make themselves awcire v;ith the 
"letter" as will as "spirit" of this document - net .raerely 
the "letter". The principles laid out in the document would 
serve cas guides to actions of management. These \i;ould apply 
in every plant/ with no exceptions or deviaticns/ and it is 



only within the fr;^niework of thase-jrinciples that the plant 
nianagenients would formulate their decisions on industrial 
relations . ' 

Sevarcil advantages would accur fro®, this Policy docu- 
ment. From the standpoint of management; it would (a) ensure 
continuity in the type of management^ (b) promote consistency 
in decision-making, (c) act as a medium of 'control and coordina- 
tion and, (d) support the Corporatiai in arbitration cases . ■ - 
From the standpoint of workers ; It would: ( a) ' ensure fair 
treatment of workers, and (b) involve them as equal partners, 
in the plant oioerations . Above all, the document would serve 
as a valueable, educational experience ,fbr all plant managa'nents/ 
workers Afn ions at all times. : , 

other Remedies 

In dealing with the 'SSIDC workers, the following 
remedies should also not be lost sight of 5. 

(1) Employees /union griev ancles should never be treated 

just as a 'routine* activity, and the general manager 
in general, and the pet's onnel manager , in particular 
must not appear to be -indiff erent to their problems . 

The old narrow att itude that took a . lackadais leal 
view of the grievance of a worker or a union must 



yield to a more scientific method of, management. After 
all, meinagement does not refuse to give immediate 
consideration to a 'machine' (dead matter), vjhen it has 
broken doxvn. Then/ why should it refuse to give immedia- 
te consideration to an ‘eniplo/ee* (living; matter) which 
is far more precious and expensive than a machine. 
Disputes, therefore, should not be allowed to reach 
serious proportions. The raeasure of a mature management 
is its ability to view a grievance or problem vjithout 
bias or eraotion and to ensure that the grievance is 
attended to immed lately, much before the workers got 
embittered by inordinate delays end their feelings 
aroused to a high pitch. In other -words, the time 
of stop a labour problem is to act before it starts. ; 
Thorough investigations, prcmp-t action, just decisions,; 
and a firm stand whereby what is right is immediately 
conc>aded and what is wrong is not tolar creed - eire the 
bes t gu ar ant e'es of a ^ s t able 1 aboi’.r-iti an ag em ent r el at ion- 
ship . : 

Indeed, ^^7e ^-^ould even like to suggest a definite 
multiple-step procedure, begin ring with the initial 
discussion of ; a gri6v.ehce hand ending; with the final • ! 

appeal to the highest authority: 



it shall 


Step 1; Should a worker have, any grievance., 
be put in writing and then discussed/considered by the 
Fcreman/^^sistant Engineer and the Union Secretary; 

Step 2i. If the grcievance is .not redressed within two 
days / it shall be conside.red by the Chief Engineer or 
his equivalent; 

Step 3 : If it is not resolved ■ within four days, it shall 
be presented to the General Manager. 

Step 4; If it is not adjusted withins even days, the 
workar/union files an appeal x%'ith what we would call 
the "'Standing Labour Advisory Committee", mambers of 
which x;ill be: , the Chairman- cum-M an aging Director 
of the Corpo.ration, the Headquarters Personnel Manager, 
the GM and the personnel officer of the plant concerned, 
and the union represerjtative. 

Step 5: The final step is of course arbit.ration by 
the outside agencies as provided under the la-w or the 
contract with the union. 

However , we would like to submit that ‘ arbitration ‘ is no 
substitute for a "social" attitude towards the workers . It is 
always economical in the long run if it is the constant objective 
of management to settle all labour disputes before they reach 
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an acute stage. 

A well ~ motivated wcskforce has been found to be one vjhich 
feels free to seek loadress of their nrievctices' eb the first 
level of supervision & v^here ■ most such rjroblems are resolved 
vjithout reference to the higher levels . 

2. VJe did come across "extremists" on ehe side of the 

labour. 

■But/ first, there are not many of them. S econd, the 
only way to neutralise their influence is to launch 
vigorous . 'welfare* programmes dc^signed to strengthen 
workers* sense of economic security, in a poor country 
like India most workers, vii'iether in fields’ or factories ; 
are standing, at the lovjest rung of their need hierar~ 

; chies , namely, fulfilment of their economic neesds . The 
more money they make, mote motivated they are. [ 

A very im'portant tip that we would like to offer to 
‘ the plant manacafflen'ts is ■: The vjorkers and their £irst-» ,1 
line supervisors-' are: very, easily satisfied - with only 
small concessions. Therefore, they should be as 
liber al- ■ as their prof its permit , Bonus es ar a s oraethitig 
that we all. look forwa,rd to and if these arc tied to 
productivity, and. kept revising alongwith the profits ; 
made, m emag cm ents; would never be dis apixsinted, ' 




Solutions to disputes can oe found and aQiSernents 
reached so long as labour and management continue 
to rnaetw It is therefore of fundamental import- 
ance that doors for negotiations are alv.’ays kept open. 

The attitude of management should as far as possible be 
never’ belligerent or argumentative. The purpose of 
negotiations is to aicrive at an agreement which will 
enable both the parties to continue to get along vjith 
one another with a minimum of dissatisfaction. 

. One useful strategy to be adopted while conducting 
negotiations with labour unions to alv;ays use the 
.term, ’’problam-solving" instead of "discussing demands" 
or "resolving disputes " . For, the very sounding of 
this term, i.e., ’'problem-solving" is likely to elicit 
a.different em.otional response and thereby trigger off a 
search for 'solutions ' rather than start a battle of 
union rights /demands . Both sides will actively 
participate' in the ''i3robl..sa-solving ' efforts . For 
example, if "the union ■ -puts'., up a demand for increase in 
wages, inste'M’of meeting, such a demand with a negative 
reply - as usually the case is, -_,, the "problem-solving" 
approach would focus attention of the two parties on how 
. the additional wag'e-bill can be fitted into the financial 
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resources of the factory, Sirailarly/ a union might 
iris is t on promotions only on the basis of seniority 
vjhereas the managaTient might prefer only 'merit' or 
. . ‘seniority-curn-merit ' , The problem-solving approach 

in such a situation vjould involve an answer to the 
basic question: Hov; much of seniority and merit vjou Id 
ensure xhe efficiency and profitai:'ility of the plant? 

Thus, xvhen presented as a "problem"/ rather than as 
a "demand"/ each issues is turned into a quest for 
'facts. Hnotions are kept out and the strategy 
contributes to good labour relations. 

It is equally iriportant to remember that: (i) there 
is an honest attempt by the inanagaT,ent to solve 
problems rather than sxveep them under the carpet, and 
( 2 ) the unions must be permitt.3d sufficient information 
on financial Issues to allow a meaningful and frank 
discuss ion * 

4. As far as possible, the plant managements should try 

enter long-term agreements with the Unions . This 
will help avoid costs of annual negotiations, a more 
stable environment for planning, and implementation and 
loss of time (through strikes , go-slow, etc.) 
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we would also urge the- plant managements to watch 
their "status symbols." In a country which is proclaimed 
^ 6s'^ a 'socialist, secular arid democratic' society, too 
many per l-cs and privileges to those at the top/ and too 
much social separation between them and the lovjer 
employees can also be at times counter “productive. 

There is thus an urgent need to reduce, if not abolish, 
the distinction between ba'iefits enjoyed by management 
■' and those given to the labour. The reduction of these 
anomalies would bring about substantial improvement in 
labour-man agatent relations and the worke'-'s would truly 
fe'el, themselves as partners in the .enterprise. A sense 
of pride in the undertaking and, a feeling of belonging 
would follow as soon as there is such an attitudional 
■change :ai,nongs:t the toxs men. 

6, Medical aid to the workers should not be seen as a 

philanthropy nor should it be paternalistic. It must 
X an , import ant function of a progressive, , , 

profit-minded -management because the quality of medical 
• service no-t only impro efficiency through healthy 
. , : ,r personnel,, but alsO: raises .bhe imape of the plant in the 

' , area as a model employer 
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Secaidlv', it is no use trying tO’ run an industrial 
health procr ai'Arne on a small buxiget or appropriation. 

In the end; it neitlier serves the rnanagianent nor the 
vjorkers » 

Thirdly, v/e believe that the scope and coverage of 
medical services is much larger than theit be;iag 
implemented by the plant managements. It must not 
merely take care of the physically sick but also be 

responsible for the environmental conditions within ; 

the plant that paight be inimical, to the health of 

■■ ■ vjorkers . ..... . , 

The physicians selected should be chosen intelli- 
gently for. their professional competence in industrial i 
medicine and character , 

Cur recommendation is that the scope of corap ans at ion J 
for health care should be the same for all, irrespec- ' j 
tive of uhe status of the employee. The current | 

disctions should be done away with. 

7. Welfare plans should be inaugurated during the days 

of p.ros.perity of a particular plant (as in the case 
of High Tension and Spun silk Unit) and tlien publici- 
zed extensively amongst the workers of those units 
v;hich a.r-3 still going through hard times . The objective 



of this publiGity vjould be to tell the vjorkers iu siCi^. 
units that if their counterparts at High Tension or ax. 
Bhagalpur Unit could produce a profit of I?- 18 lahhs a 
year they, can also make it. 


The importance attached by the managem-ents to the fringe 
benefits for workers is fully demonstrated by the 
subsidized lunches and teas and the provision for free 
cups of tea for night vjorkers . We would like to suggest 
that if "now vj'oalthy" units like High Tension subscribe 
to the principle of efficient manpovjer m anagram ent^ it 
should not hesitate to be a bit liberal so as these 
benefits are concerned. For instance, the management 
canj (l) brighten up the dull and dreary dining hall 
and the kitchen v;.ith flower-vases . and a few paintings, 
and (2) improve the quality of food se.tved, 

■v-Je would also like to suggest that the Corporation must, 
once and for all, straighten out the question of scales 
of pay and, .the d,a, rates • Labour e2<peGts - and rightly 
so - better, treatment in every respect from;public 
sector undertaking .than they can expect from private 
enterprise. 

Salary gaps .-make people frustrated and restless , 

By paying them lovj salaries as compared to workers 
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in the same area or sa-ne Indus try, the Corporation 
might ; be deluding itself that it is saving money. 

But^ -what looks "saving" is actually a false feeling 
of economy. The hidden losses in these SciVings are: 
uncommitted i-i/orkers , output, poor qualit-y and incr eas ed 
waste. On the other hand, comparable pay-scales would 
attract ■ and retain the right quality of \vorkforce, 
their interest and loyalty. 

10, The need for housing -for maintaining an efficient 
workforce need hardly be emphasised. The issue is no 
longer whether more houses be provided but how urgently 

'they should be provided. 

We recommend, that the BSIDC Board of Directors 
establish inqprinciple that lO per cent of the tpt'al 
pre-tax profits turned out by a unit will be availa- 
ble to the management of the unit for investment into'-' 
construction of hous as for workers and other staff 
m-aribe-rs , p.a: ticicularly in. case of f actories that are 
located a\,'ay from, the rs^idential hi'eas (exarnple: 

" BhagalxJur factory), ^ ' ■ 

11. Another good device to' keep the minds of the workers 
occupied and to ii'nprove labour relaticjns is to involve 
them into various types of welfare work, such as. 
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runiiing a kindet'garden for their children, a volleyball 
or athletic ground setting up sanitation improvement 
committee, or management of a cheap provision store. 

■, But it must be clearly understood that the workers shall 
..not take whole-hearted interest in these activities 
; unless some of their other pressing, problems, such as 
pays dales, comfortable dining halls, medical aid, etc. 

. ■ .are solved to their satisfaction. 

Priority Number' Three; Foremen* as part of Management 

As already noted elsewhere in this report, another very 
important that appears to have missed the attention of 
managements in all the BSIDC plants is; the significance of 
the relationship betvjeen workers and their fi.rst-line super- 
visors, namely, the Foramen. No matter x^/hat is the 'Labour 
Policy* and however laudatory the principles enouciated 
therein,, the reality is that the- feelings and attitudes of 
worke.rs‘- tov?ards- their jobs ■ and the -plant , as' ^a whole, are 
greatl'y: influenced by the men -who 'have them in direct control 
every minute of the working day - that, is 'to say, 'the Fo.r amen * . 
It is at this 'irtid-point''- tfeere the management and the managed 
meet,. These ace the men who are closest to the .immediate 
producers' (workers) and it is they who know their men-, their 
strengths and weaknesses .- They: represent workers to :t^ 



W3 

43 

»i3 

^pg#3 

ip3 


^^3 

V3 

<ipj 

%i»3 

m 

v» 

<p3 


V» 

kP 




-I 74 



rnanageinent eiid manageraent to the worhecs . From both sides / 
definite things are se:Kpected : of th<sra. and if they fail- to 
represent either of the two segments of the plant prop^.-rlj, 
the mcin<iC' 3 ment -as a whole fails. Thus, in our vievj (and, as 
has been universally acknowledged )_ che Foremen constitute, the 
key instrumentality of "personnel, man ageirient" . Indeed, the . „ 
growth of union-m>anaQeiriant relations is_ vitcilly dependent 
upon the ctality of raen selected to be foremen, upon their 
trainincj (see section cn Training) and upon the degree they, , 
are considered as part of manag-^ment. The earlier this ; 

fundamental truth is appreciat^ad by the BSIDC plant managements: 
the better .- ^ 

There ate only two ways to win back the already^ I 

embittered Foremen of the BSIDC plants (with some of .them . , ■ - ■ 

already burned cynical): One, Create Selection-grade pays.cal.^ 

" -I- 

for all those \#io are .stuck up at ohe maximum of their,, scales 
if p,roraotion to positions above is not possible because .there 
are just, not many-; Two, delegate some degree of authority to | 
them,\ depending,, upon the nature of taste-; t:.hey:, are doing and, I 
the mnn they are controlling (for example, regularizalbion ;| 

and(^roraotion of all workers under them shall be done only : { 
on their recommendation) , b, ,h ’ , ,1 : 
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. It might intecest the Corporaticn to kncvj that a study 
in the U,s. thich was designed to pinpoint the extent of 
foremen's involvement in management functions has shown that 
an increasing number of industrial organizations there v;ere 
trying to widen the authority of foremen in tvjo ioirincipal areas s 
. (l) Personnel function (i.e. the foremen were found to be making 
final decisions on hiring/ firing/train Ing of workers, and (2) 
Production function (i.e. they are delegated powers to plan 
production methods, v7ork schedules and setting up of quality 
control methods t 

‘ Besides, maheQQ^'Snt should make it a point to hold 

fortnightly or monthly meetings, to consult the foremen in all 
such matters where their advice is necessary. Vital inforrna- 
tion about what goes on in the minds of the workers will 
automatically flow to the- top through them if the management 
gains their confidence.;'' or else, that information will always 
be chocked out and cooperation between labour and managgnent 
will remain an utopian dr In these meeting would also be 
discussed the best methods of handling workers as also the 
methods of encouraging workers to show greater interest in 
their work.-'- ' 

But, the managements must , make sure that the foremen are 
not to be used as 'spies *. but , as. members of the "plant family" 
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genuinely intL /-.’ b .d in th' v>-li:ii'.: of; die wo"'ke :g as well 
as in the cornmon purposes of the factos"/. ■ 

Current incentive Practices: Diagnosis ana some General 
Guidelines 

(l) High Tensi on Insul ator Factory, 

H ankum / R an ch I~'' ~ ' 

Although fcroublf Aith lalour nad pl>.gued c.hin plrnt 
for a nuniber of years in the pest, but in April 1979 the 
old antagonism disappeared. A new gc-neral manager then 
(no. 3 in the hierarchy. o£ the old managornsnt) took over 
arid the union made an offer’ to him: We vjill accept .the 
year 1979 as a "Production Year" provided the managOTerjt 
vjould assure us of 1980 being, treated as "Our Demand Year" 
As a result of this agreement , , an incentive earniiig plan 
v;as worked out under which all ’.'employees (white collar as 
well as blue“Collar) are to be paid Fts , ^5, l0/~, and 15/~ 
each if the production eveiy month is between ISO- 190, 
190-195 and 195-200 rnotric tons respect: ively. Production 
above 200 raat,>?ic tons \,,ill fetch e.ach workc'r one rupee 
for every additional con (220 i.ietric tons is the total 
installed capacity of the plane end 180 'niccr'ic tons wf3S 
accepted both by the labour and mandgeraont ns the 
"break- even" point), since then concrete benefits have 
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been g-ained by the_t\-jo sides (for the workers an 
increase in their monthly incoraes , and for the iTian:age-“— ■ 
ment high profits) and a new climate of confidence has 
been fostered. At the tirae our visit took .placey, the 
monthly output stood 'at 243 metric tpns . 

Piss at is f action , 

Vtiiie the structure of incentives/ currently in 
operation, has definitely stirred up the enthusiasm of the 
employees at the Narnktim' factory, , our interviews with the 
workers there have> however, revealed under currents of 
dissatisfaction with this . scheme on the part of a good number 
of workers Reason; . 

The managanent's staiidards with respect to the payment 
of incernives under this scheme are established on the 
basis of ‘total production’ regardless of the . Goqtribu~ 
tion - high or low ~ of individual vjorkers , or of a team 
of workers of a shop . ■ For instance we came across 
inst ances of one worker in Pug Mill 1- handling as much 
as 16 tons of materi'al for a given period -of .time 
whereas another worker in -Pug ‘Mill-2 giving only;: 10 to 
tons..; Again, in the "shaping shop" we found one 
particular worker shapping up as many as 135 pieces as 




ag ainst . only 8,5. , by. anothe,r for the sa'ne span of time. 

Similar ly^ there are variations in the outputs of 
different groups of xv’orkers engaged in the same activity 
during different shifts.' . '■ 

"Skilled” and "Unskilled" 

The incentive plan also does not distinguish between 
the contribution of a 'skilled' workers end that of 
an,, .'unskilled.', one. . For- example, there "'are jobs in 
xi/hich one skilled vjorker is supported by five unskillaJ 
ones, two in the beginriing and three after the job is 
finished. . Yet., the .unskilled vjorkers ■ g et the same 
benefit as the skilled one, 

individu al/Team 'Incentive 

Before the motivational effect of the present scheme 
tappers off on the minds of ‘high producers ‘ (individual/ 
team or’ skilled level) and they gradually disappear amongst 
the producers ' , with little inte.rast in their work beyrjnd 

the' desire to keep their jobs , we would suggest that the 
management seriously think of introducing .'individual and 
team incentives' as well whereby. a motivated vxxrker or team 
will reedive, in addition to the share of monetary ,tev;ards 
under "the present collective incentive scheme, benefits in 
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accordance vjith individual o’r group conti. ibution to tha 
total output. The suxDplementaJ-y scheme will not only 
stimulate corrpetition between the individuals and 


the resulting financial revjards to them X'^jould also be a 
mete realistic measurero.ent of their contribution ana should 
provide to the Kamkum factory ivith a substantially greater 
return than they are getting now. 


(2) Electric Equipment Factory^ Tatis ilwal/ Ranchi^ 

vihlle at High Tension Insulator Factory the state of 
labour~management relaticns can be said to have approached 
near- industrial peace, at the Electric Equipment Factory, 
however, the industrial relations are still passing 
through a period of uns ettled conditions . The situation 
is further conplicated because of factional fights betvjeen 
two groups of workers , one supporting the officially- 
recognised union, and the other oppositing. .it , An 
interesting side of the case is that the union is pro- 
managQT\ent aid hence is anxious to participate and make 
a success of' the incentive scheme in operation. The 
incentive plan, on the other hand, is being; sabotaged by 
the other vjorkers,- the immediate need, therefore, at 
this plant is to "sell” the incentive scheme to one-half 
of the workers who are currently lukewarm to it 
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But, an exaiTiination of information gathered by us 
through a large number of intervievs with employees of 
different ranks suggests that the problem at the Tatisi- 
Iwal factory is not merely one of re-ejcaraining the incen- 
tive plans and thereby motivating the one-half of workers 
to pj-."ticipate in it, Tlie problem is much mere deeiper 
ehd serious. It is indeed a crisis of the v;hole organisa- 
tional climate, vitiated by long years of mistrust, of 
innumerable scjuabbles over D.A. rates, of unsatisfactory 
working conditions/, of low morale at the foremen's & other 
supervisory level, of deadlocked arguments over many 
other issues which finally lal to costly v;ork“Stoppages 
and 30. on. Sven the union members are not totally motiva- 
t€3d by the incentive scheme because its effect is being 
diminished by other factors in. t-he e4".vironment that - 
influence them all the tirae. 

The only means which we can suggest to break this 
vicious circle is; (a) new leadership, and (b) an open 
and objective dialogue betv^een the Chair rnan-cura-Hor4 aging 
Director and the nev; leadership/ on the one hand/ and the 
workers their leaders/ on the other. The first aim of 
this dialogue should be to maike the workers end the union 
representatives understand that the new maricigcment is not 
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the ‘old* menagement in a different disguise^ but is 
fundamentally different, v^ith a ne^^/ outlook and purpose. 

(3) sindri PI ant . " ^ 

Two major problems that seam to beset the Sindri Plant 
are; (ij old and worn-out machinery in one section of the 
plant, and (2) absence of goodv^ill between labour and ' ■ 

management, Titiile replacement of the outdated equipment,:^ 
easy and is only a matter of money, but the question, of 
goodwill is one of, first gradually buildi.ng it up ■ and 
then retaining it.^ The,re is in this unit also, like ,, 
others, a history of dist.rust and antagonism between labour 
and managaiioit , in our vievj, the v»rkers can be made to 
abandon their defensive and negative attitudes only if 
there is a change in the style of leadeEship and the 
vJorkers are convinced that the' management has a feeling of 
r^ponsibility ‘ for their- v>7ei 1-being , 

The workers brought to the notice of the team a rule 
which was being used to deny bonus to a s.egment of workers. 
We would like to submit that while it is important for 
managcaments of losing units to be careful in the.- omploy- 
ment of money but ' to be so parsimonious as to deprive a 
part of workers of their bonus by taking shelter under 



some rule can be counter-productive. ?or, the hDrice* of 
the bonus (hardly a fe\-; thousand rupees a year) is nothing 
for u large corporation like the BSIDC, particularly when 
comprircrd to the gains that Vv’ould accrue to it in terras 
of w'orkers ' happiness loyalty end efficiency. 

t ^ Scoot er ' P 1 ant , p at vj ah 

j 

The picture at Fat^vah x»jas one of heavy investments, 
of drift dnd ad hoc- organizational policies and golfes, 
resulting in partial utilisation of the installed machi- - 
nery, reduced production, losses' from trained men v<ho 
are currently on the payroll. We have no idea, at the 
time of vjriting this report, as to what frame of mind the 
Corporation is in with respect tc the future use. of this 
plant. It would therefore,, be difficult for us to say 
anything on incentive plans . It is only after the air • 
of uncertainty that Taras ently surrounds the plaut dlsap- 
peaPts , full (or near- full) production achiev<3d, and the 
cost per unit of production as compared to the rate of 
pay per individual worker available, that' anything on 
incentives to theu-jorkers there can be reconmendod.' 
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. Bhaqalpur Unit. 

1. ..Here, although the profits are good and, relatively 
speaking, „.n\ore indust.rial peace thaii in any other uni.t, but the 
i-Jorkg s do. have coraplaints, ranging f.rom small, inejqpensive 
(like supply of ' Ghana' and 'gur' to workers in the De-gummii'ig 
Section) to vary e>qDensive (such as, provision of housing). 

2. ■ At Bhagalpur the worke.:.s in the D.res sing Section 
talked, of "bad jobs" (1st d.-:: aft process) and "good jobs" (2nd 
draft process). Such jobs should be made if air and square' so 
that those doing the hard jobs a.re duly compensated. They also 
cbmplained .about the authoritarian behaviour of their immediate 
superiors, .o.£ delays on the part of 'Maintenance Section and 
the Administration section in attending to breakdoxi?ns and 
processing of payments respectively, . , 

3. All of" these comiolaints were discussed by the team 
with the management there. The vrarkers may hot be very 
dissatisfied' biif ' they could not be said to be motivated either. 
We beleive that with., a little imagination the plant managament 
Can endeavour to make its workforce far more contended and 
efficient that what it is rightnow. 
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General Guidelines for all plant inanagernents 

V-Jliereas the ideal thing vjould be that the rnaf.aoeriVBnts in all 
plants first provide the necessary wotlcing and living condi" 
ticns which vjili/ by themselves, induce the workers to volun- 
tarily offer their best to the Corporation. Employees vjill do 
no more than what the- working and living conditi ms given to 
them encouroge and aillovj. Very often \cien thinc’s go wrong and 
the employees do not do what they are expect<3d to do, the 
manacenients "do not remembar that they themselves might be 
with-holding the very ‘stimuli' vathout vhich the employees 
would not bring, about the desirable motivation or behaviour - 
to achieve their taslvs . Short of the 'ideal* conditions , the ! 
least that the managements can do, under the circumstances they 
are passing,. through, is: (a) tc, continue to motivate and i 

reward through the current monstary inventive schemes, and 
(b) to try the assortment of incentive schemas, suggestM 
below, to ensure adecfuate motivation and production levels: 

1* The structure of incentives in all the fSIDC plants 

includes only "material rei, cards'' (vjhich ere of course very 
important) but we feel the Corporation should .-ildo initiate 
a structure of '* formal is al praise" . That is , inside the shop 
floors, in the adiTiinistrative block, or even ac bho entrone^; 
of the factory, there should bo plaques on the wall (or evt.;;n 



pictures) o£ these "In'dividu.al wrkers aiid teams vjho have been 
consistently doing outstanding vjorlc. 

' 2 *' Bach factory must not only select all-round "model 

workers" but also "model-teaiTs " • In addition to the 
material rev/ards^ they must be publicly praised and 
held up for smulsition by others. 

In tile Soviet Unions "Emulation" is carried out in 

stages. If a worker shows outstanding results., i.e. 

■ - he ■ ' 

not only /is the highest producer but also- maintains 
neatness at his work-bench, he gets only the bonus. 

If he vjins three times in succession, he gets a 
special bonus. But, if,. he goes on repeating his 

performance consistently, he gets, the title of 

"Master of &aality" , an additional bonus, and a free 
acGomro.od at ion-pass to the factory's holiday hotel ‘ . 

They also follow a novel method of baptizing a new 
employee as a "ni amber of the factory family"'. After 
a fe?6« months of work, a special ceremony is held, to 
mark the adm.ission. of the . new members . All the 
employees right from tbe Manager above to those at 
the lovjest rung, assemble in the factory's' hall v;h ere 
the new employees ace called to the sta#e, 
warmly applaunded, and the vetern foremeh attadh the 




factory's hedge to the lapels o£ the workers* jackets. 
They are also presenred a set of tools / vjith their 
naires eag raved on them -hid a book about the factory's 
history, its productivity and place in the economy 
of the country. The ceremony comes to end with the 
screening of a film or music and dancing. 

Let us. also look at what goes on in uapan: 

A 'shift' going on the job applauds the 'shift' leaving 
the job. The idea being that the shift leaving the 
plant have done its job well and have produced e 
high quality product and is therefore deserving of 
appl cius ■« ' 

The simple formula behind the success story of 
industrial relations in Japan is? the nianaqoin.ent 
takes Ga.re of the i./orkers i.nd the ;ko-- s uake carf'* 

of (the factory, besides of course, decision reaciiud) 
through ‘ cons fans us ' of all cencerned. 

such a systembof 'fornt'alized praise* c,3n be. straight-? 
way started in facto:* ias w.^ich are cutrontly running 
into losses and where chances of promotion a: u; less 
common and lov; salaries .provide Iv.^ss of a v;ork*- 


incentive 
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Awards should also be instituted for the spouses of 
outstanding individual workers. In so doing/ one 
Corporation honours- not only the husband i.\v’orjcer-on— 
the— job) but also his \-jx£e ('the v/orker behind the 
worker— on— the— job). And, when the GM personally 
makes a pres ent at ion . (be it a wrist watch or a saree) 
at a special ceremony to the wife of such a "worker, she 
feels and- shares the. nonour with her husband under the 
full gaze of all other workers, their wives and children. 
A brief.-, carefully-prepaic'e-d speech extolling the 
virtues, of these workers - and the management has 
extended its influence right i.nside the workers ’ homes 
.,if3.- oppos ition to the influence of . ‘trouble-make.rs * in the 
union or others in the factory. 

Let e: :h foreman sit vjith his men and decide: How to 
save (a) raw materials, (b) effort, and (c) time, and 
then, let the.re be a bonus for tangible savings in all 
the three areas . 

In addition . to being ”efficiency engineers", managers 
at all levels must become, side by side, "human engineers" 
The plant managers should make it a habit to collect 
personal information about birthdays of vjorkers , their 
hobbies , names of their .chiidren ,, etc and store them 
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away in their minds. On occasions, vjhen a worker 
suddantly discovers the boss offering birthday 
greee f.ngs or inquiring about perforioance o£ children 
in an examination, the viorlcer is su-'e to be "deeply 
touched" by such personal interest' in his ’.-.jell-being 
by his boss . These aee all small human relations 
'touches' but their effects pjrv'i substantial. 

The viilue of music as a morale booster has been well 
recognized for many d'acades. The chanting of workaos 
v/nile laying heavy electric cables in tovjns and 
cities is a cofirnon sight in India. Paychologlsts 
have found music to be of great assistance in (a) 
performance of v;ork, and (b) increased productivity. 
Music also makes the time go faster and thereby 
reduces the monotony of the- job, we would therefore 
like to suggest that if the Corporation finds the 
idea of "piped in" music inside the shop floors as 
too radical, it might like to erovide music to the 
workers during lunch and rest' periods in the dining 
h ai 1 • ^ ' 

It vjould be helpful if the personnel neccicn carrions 
out an opinion survey to find out vjlwther ir.usic vjould 
t'and to help them relax on the job or v;ould it cause 
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them to be less attentive to their vv?ork. Each plant 
vjould have to do its ovn exercise. 

.Finally/ a word about the ' la-nployee Suggestion Scheme' 

- a schame the Ccrporetion tried a couple of years but 
did not work. If such schemes are to be a success, it 
-is impott'ant for management to ensure: that (l) the 
suggestion is received and examined a^cguickly as 
possible; (2) if accepted, suitably rewarded without 
delay, .but if rejected, adequate reasons given, (3) if 
the suggestion is s omevjh at unsavoury for the management 
because it questions some of the old pol.icies or 
pr act ices ,;ithe suggestion should not be used to put 
the v/orker out of job; instead, he should be rewarded. 

Let: each pla;nt managanent fix small boxes in the various 
dep artments ' and ask every employee who could find fault 
with the materials , the' tools , the machines, the methods 
of -work or anything else in the department,,; or any other 
..department/ to enter a written complaint and also make 
a suggesbiob'-fd'^mprbvemeht . The complaint.s/ suggestions 

should be.-, exa^ not 'by one individual but by a 

committee of workers and managers, chaired by the 
Gen.eral Manager,. The Suggestion System has done a 
lot of good to ■ a lot of organizations the world over .- 
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We are sure it v/ouid stirnulate the individual effort 
in the F3SIDC plants as well* Most of the vjcrk'ers vie 
met and ta-lked to appeared to be deadly-seirious 
people, willing to work hard. What is needed at 


this 

juncture 

is 

ampathij 

r** on the 


. 1 * 

m ciH ag 'e,rs , 

i.3,. 

she ability to put 

thaiis elv 

:b in 

th*: 

2 wor leers ' 

shoes 

y to unde 

-rstoi 

id hcv; 

they see 

a 1 i s 

lOi:} 

c-s itu at ion 


and ho\',' and they feel about it and if so \diy? 

, . A serious drawback to all "monetary incentive schemes" 

is that employees (including the nianac? 3 rent ) ate prepared tO' : 
partieixeate vjhen x^roducwtivity is rising and bonus level rising. 
But, they are not prepared to tighten their belts ’when ' 

productivity/’profits fEdl off and at such times the rnanaganent 
finds it very difficult to ’withdraw the scheme. VJe believe 
that to a certain extent this problem vjculd be taken care of 
by inserting in the. "Leibour Policy" . documents an axepropriate- 
claus e/st atenient to this effect. The manage s of islants could 
als.o be given discretion in,;,the, manipulation ■ of ■rev.'ci’ds £3nd • 
punishment so that merit can. ■ ^ ^ ■> 

Wo would also like to- state that in uitihiebo anedvsis 
no one grand strategy for one si.igle •■'lent - much loss for 
all the iJlants - will v.'ork all .the time. Vlhatovcc SGliem-:- is 
tricxJ, "it should be ‘Constantly monitored and cS 30 .';rndl go that 
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by learning from its , mist ekes the s chon e can be revised to 
suit the need-hierarchy-of the vjorkers . 

Incentives for General Managers . 

Although we did it, eet General Managers who ■ were lo\\7 
achievers and viioss sense of raotivation axid nsorale v/ere depres- 
sed for a variety, of reasons , but we also met General Managers 
who within a short period had produced dramatic results and who 
■'were currently experiencing a very high sense of achievement,.; 
But/ what baffled us most 'was that when a general manager 
produced profit ‘fast the reward did not come to him equally 
‘fast*, indeed, it pained us to see one of the two successful 
managers of the bsidC running about frantically at the Head-. . . 
quarters in search of his file in this connection and it was. 
not difficult t > imagine that even if the rev;ard c^ame to hi,m, 
it would' come very sluggishly.' It is an established finding,, 
of behavidural sciences that if the management does not move. , 
quickly to recognise an "'achievement'', by a suitable reward/. , . 

promotion, the sense of achievtanent does not last very long 
and very often turns .into -bitterness . In the 'process , the 
‘hen ' that lays '.golden eggs ‘ is some-tirnds killed, 

■ We u^ere also puzzled to hear that the ‘successful 
general managers' v/ere drawii’^g lower salaries than the 'Officers 
on Special Duty' at the Headquarters, 
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Promotions and Career fepiratjons 

B3IDC does not hav?e, as fer as we could see, an 
achievsnent oriented climate. It h.3S a good nuriber of 
OTployee, particularly at the lower and midule-levels , vho 
feel stuck in their jobs and think as if they hjiV.-:; corne to 
some sort of halt in their career. The behaviour of fill 
these diss atis tied -and frustrated men is causing deteriora- 
tion of organisational olLmate and productivity, ■ 

One of the underlying causes for tiiis v;idespread 
discontentment is lack of promotional opportunities •• If this 
VEiSt human potential is to be unlocked, then the Corporation 
must open up routes for its employees for their upv^aird move- 
ment - either 'by (a) raising both the status ai?d salaries, or 
(b) at least increasing their salaries, by revising the pay- 
scales . " ■ 

Secondly, fas far as possible the Corporation must follov; 
a policy of promotions from ranks, in ali trione instancc-s 
■where competent people a"'c available v;*ithin the jal ant/corpo ra- 
tion, first perference should be given to the insiders. To : 
fill vacancies with outsiders for which ciualified personnel ■ 
are cvailublv? \jithip cap have a devastating etb;^-;ct on iAorali>. 
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It iTiay be recalled that Gorpbration has already tried 
this policy for filling senior pos it ions , like those of 
general managers in the past by some of the Juniors / and the 
results that they have produced are there for everyone to see. 
Thus, if promotion from ranks is true of the men at the top, 
it is true also of the lesser leaders below them. 

IiT/frJcaing promotions from with- in, "ability" should be the 
determining factor. Where demonstrated abilities are eqrial, 
the employee vjith longer service should be given preference. 

Surplus Staff 

Prom the data gathered we discovered that administrative 
staff at some places was significantly larger than the "actual 
producers". The surplus staff at such places should be trimmed. 
We would like' 'to redommend that in future if a certain activity 
requires the energies of five persons., only four should be 
employed . • ■> 

Change of des ignations /Tiles 

employees , , 

We found a number of raiddie-leveV unhappy about their 

designations.' For examp ,le, some of the engineers resented 

being labelled as "Junior Engineers" -a title, they felt, 

carried with it the connotation of an "overseer" . The team 

would like to point out that there is a trade-off here if the 
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marjagcfi-ient wants to pi*ag ’this source of dissatisfaction 
aTiongst such emplb'/ees'. And, that is, that official titles/ 
design at iorjs 'ere- always recocnised .:2s some kind of' psychic 
compensation/iriCentive by the employees* There in the story 
of a restaurant which set right a ’lox"; more,le' problem of 
their women eraoloyees (officially designated as 'fish ^voraen" ) 
cleaning fish in the kitchen by giving vthara a dignified title, 
namely, "sea-food processors". It did not cost the nianageraent 
a single penny but soon after those vxsnion were found working 
cheefully through the weekend to meet an emergency ^^dthout j--, 
e:xpecting any extra pay. Why not call the BSIDC Junior 
Engineers as a "Assistant Engineers". 


Discipline Union as an * Ombudsman* 

We w’ould like to suegtBst inclusion of the follov.dhg _ 
statement in the 'Labour Policy* document; 

"The Corporation views" -discipline in its various iJlant-s 
in a positive and not negative sense. Thv-s employees 
vdll appreciate that where large groups of pteoplo work 
together, reasonable disciplinary rules arc necessary 
for the orderly conduct of .'thedr affairs. To •this end, 
the Cor:;X)ration has already some rules in off -:.ct and 
iTsay establish from time to time such' reasonable rules 
as are necessary to ensure the efficient conduct of 
business in the plants.' All employees arc expected to 
observe these rulco . The right to hira, promote, 
discharge, and to raaintedn disciplines is the sol^'i 
rasponsibility of the rnancigo." 

Miilo the. above statement can go into the document, the 
team hovjovcr believes that a positive contribution cowards 



maintenance of discipline xn 


the BSITC plants 


can come only 


through a collect ively~acimxnistei.-.d uiacivlitj^ 

both the management and the vjorkers are involv 
emboldened to make this recommendation by tne 


scheme in which 
ec • ine team is 
example set by 


the High Tension Plant Union when it got one of its fellow- 
v/orkers charge— sh seated Decauce of his mis— conduct. 

An "experimental" setting up of a Disciplinary Committee 
sin each plant on which v7ill be bepressented/ besides the manage- 
ment^ workers from the -various ranks^ and units ^ would/ in our 
■ .be - ’ ■■ , 

view, /the best guarantee againsu reversion to the old days of 

periodic crisis .and strikes. All cases of disciDllne will be 
referred to this Committee, H6x«iever,._:.if the experiment in a "■ 
particular plant fails , it can.=' alvjays be vround up. But, it 


must be given a fair trial," In case, .this gesture is not 
.appreciated by the unions then strictness must rule. 

Annual'' Perforniance ’Evaluation - by -'"Results" 

; By 'performance- evaluation *. we raean the evaluation of a 

..xvorker's on-the-job performance % -Our inquiries revealed that 
this, is yet another .area in which the Coricoration is highly 
influenced by government al •practice , i*e., the annual 
confidential report -of an employee of the Corporation which 
eventually becomes part of his peceonal file and plays the/ 
most important part in determining his premotion chances is the 
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end-result of hov; his superior fancies him - a i^tactice which, 
c:s is well knovin, suffers from the effects of personal Biases 
of the officer -writing the evaluation. 

The team \>jould like .this practice to be replaced by ' ' 

what is Galled: "perfocraaince appraisal - by Results". The 
proposed sys'tem might not be so foolproof as to totally 
ediniinate subjectivity of a superior cut it does assure of an 
evaluation, based on job .roles/taslcs rexher than on the 
personal traits of an emplo'yee, as felt by his superior*' ■ 

"Performance eveiluatibn -/by Results" begins v/ith ‘job 
Description ', i .e.,- identification 'Of the taste e::qDectad of an 
employee as a member of a unit/plant. The Bhagalpur'. Unit has' 
already at tempt ted it to a certain degree and vje would like to 
commend it to other units as well. Every unit (in charge of a 
process) or every individual worker (responsible for a parti- 
cular task assigned to him) must produce something if the unit 
of the \i?orker is to justify i'ts ..existence x-idth reference to 
the goals of the unit or the factory as a xdiole. 

After each ‘ job* has bebn carefully ‘described' and 
both the v.’orker and the superior have jointly arriv<?d at a 
clear statement of the former's res pons ibilici'-s , and acjret.'xi 
to it, the employee would then establish his short-range targets 
(say, for the next three or six months) and also work out a plan 
of action for meeting those targets. 
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To ii j-Us at '9 Th© Ciii©£ US”;© inssi , in a plant would sit 
with his imraediate suhordinetes , the Production Engin eery the" 
Electrical Engineer, the- Maintenance Engineer, etc,, and ask 
them to spell out what they are expected to do for the factory. 
Each one of thes e 'Engineers in turn, would ask his irnm^iate 
subordinates, to do the same, ; In this way, each employee, 

G en er al K an ag e r in c luded., w.ou Id r epe at the s am e pr oc edur e t il JL, 
the ‘'systim descends- dovjn the hierarchy and the entire orgeniza- 
t ion eventually becomes result-oriented, making everybody realize 
what ard' h'is responsibilities , how, they are related to those 
of others and to .the organizaMon, as a whole.: 

When the target period (say, one month, three months.,; or 
six months) is up , each employee evaluates what He has achieved 
against the targets he set , for himself in agreerr^ent - w’lth his 
superior, and cis cusses it .vjith hi;:. This periodi-cal appraisal 
by the two will ''becorae a ioint/ examination of the- tasks don^., 
and those not done and the reasons behind them, The-' , ’’results " 
achieved 'Would - automatically show how well ■ an employee has 
performed and.- in this manner the whole -system shifts the focus of 
the annual evaluation/appraisal (dr the annual con fita^ntlal 
report) from "personal trait* " ' of an 'OTployee to "his - -I : 
accomplishments" during a given period of time. ■ 
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The superior cenriot give a good confidential report 
to someone just because- he likes him nor can be give 'a bad 
report -CO another because he dislikes'. The "results'* obtained 
by each employee will truly mirror his or her contribution to 
thej/factory *s productivity and vjill become the b.asis of his 
annual confidential report. 


Knowing one's score — hoi'j well Oiie has done - is a 
constant source of s atisf c'^^ction . An employe-.:; can work vjithout 
fear. EVen the change of a suporviso-t should not ordinarily 
ruffle him up, for he knows what is expect tad of him and sc 
long as he is achieving that, he can relax and attend to his 
job. 

Training ' ’ ' ' 


means 
h as , 


Recognition of the value of training as a systematic | 
of improving the productive capacities of its cmiployecs 
generally vS peaking, been conspicuous in the .BSIZC cversince 


its inception. There is really nothing forroal or continuous 


training policy/progranmie adopted by the Corporation even 
today. The only thing, that is currently done .is to occasional' 
ly send out one or two middle-level executives to attend 


re£resh'3r courses organized- by one of the vatlous training 
institucions at the national' o.r state level. As for the 


lov/er the usual, device is to put th<'ara into tlie v/ork 
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situation and 1st thoti Iscxn tnal-r jots Isy t.;-xal and. QTtOi. ot 
s elf-obs ervat ion . 

First and £o.rernost, we V70uld lilcs to submit that if -the 
BSIBC continues to hold on to the theory "training is not important" 
or "training costs lot of money" , it can scarely e^qpect top 
performance from its personnel. In these days of rapid 
increase in, the body of human knovjledge, training is a practical 
necessity leading to practical , measurable * returns ‘ . These 
returns have been amply demonstrated in recent years. Amongst 
these "returns" on training investment are: Reductioi.i of xvaste 
( improper work habits leading to -waste of rnaterial.e V improvenent 
of work methods, reduction of trial-and~error learning time, 
reduction of maintenance costs of machines, improvement of 
communication, and increase in morale. Training has beiai found 
to be quite an effective instrument of preventing or solving many 
shop-floor problems, technical or behavioural. That is one reason 
why more and more large-sized organizations, including ; 'those in 
the public sector, have lately realized the significance of 
training and development . Many in the private sector, have even 
set up their o'V'jn training schools xvhere instruction is given to 
the organization’s men by staff detailed for this purpose. It 
is imperative therefore that the Corporation too clearly 
establishes its policy regarding development, training and 
eiucation of its most capable people at all levels . 
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T’fpes of Training Proggan-snies 
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For purposes of organisation of the training function 
in the H'siDC, vje would like to classify training prograiTirnes 
as follov® : ‘ ■ 


Qgigntatiori training : • This will' be aiired at acquain- 
ting every neiA/s emplo/ee with the Cotoo 'ation ‘s 
philosophy/ objectives, history, so tiiri he - 

stai'ids the basic reasons for the Cor,.poration *s 
•existence and , through that his ovjn exist e'nce as an 
employee. This part of the tradniny prograrnrae would 
also familiarize uhe new •arplo/ee vjith his own role/ 

■ task, its importance, and the Vv’ays in which it is 
inter-relat'ed with the tasks of others . It will also 
give him information on rules of conduct/discipline, 
hours of v.'orK, fringe benefits, incentive schemes , 
career opportunities .(yes or no so that there are 
no disappointments later), etc. This training would 
cut across all hierarchical distinctions end will 
be' provided to the lov.d-iest unskill'Sd W’orker as v;ell 
as the top general manager. 

2. Worker/ jobber training; 'diis v.dll include all, such 
loi owl edg e t h at wi 1 1 enable 'to do the job perfectly 
for which he vias hired. Learning time for each job 
varies -with the kind or job it is. Besides, learning 
^ ability and attitude eiIso varies from employee to 
employee. That is uo say, if a jobber conies to the. 
job with all his skills but without the earnest 
desire to do his job v;ell, he has left his .most 
important tool back at home. Therefore, e’ach job 
end each eraployee will have, to be studied to deter- 
mine the amoun-t of time needed. 

Supervisor./I^'lid-level trainixig ; This at -a a of training 
emphasizes uhe ‘human relations' aspect of super- 
vision, and the understaiiding of human prCson:-.l,ity, 
motivation. For example when we sp'Sek of ttuiniug 
for foremen, we do not m.;:-;el/ moan importisig to 
them 'technical information' or knowlalgo, but rather 
to dvavolop on their part a correct porspwctivo o'C 
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their relations with the men under cheir control. 

They must understand the social structure of groups 
of men under them and also be aware of those 
attitudes / motives '•and, s' antiiments which interfere 
with full production,- He 'should also understand 
the sensibilities and reactions of workers as ‘huraan 
beinqs s they must also gain an appreciation of the 
administrative tools for organizing, planning, 
controlling and . irnpr oy ing the work methods /processes 
necessary for achieving :,the_ targets . 

4, Top manacjement training; Much of this training will 
be devoted to th-s development of 'human/"./ skills 
and 'conceptual* skills, the ‘human skil-i..-> ' component 
being greater in breath and intensity fhan that in the 
case of mid-level officers. ^ It v;ill also concern 
its elf with sub jects / such as, policy-making, long-range 
pi anning',"creablv;e .thinking and acquisition of the 
litest ni an agenTent technicjues in financial management, 

, decision-making, etc. "h' * 

. ’What is the right ‘mix* ■. of .the three skills (technical 
human- and. conceptual):,, for -each of the three major categories of 
the staff (worker , middle;-:level , an,d top) is roughly illustrated 
by -the figure, below: - . 


SKILLS NEEDED 


TOP 

MM-FAGSMENT ■' 
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MIDDIE'., 
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. LOWER' ■ 
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Hers, ey; ...and Kenneth H. Blanchard, "Management of Organiza- 
tional,' BehaviDU-r,-"...; Prentice — Hall of India (P) Ltd., New Delhi 
//'5/lS'7-4-//|>;h&i;:// : . :/ •/ ///i/'i. • : ;> 
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De'cermininq Training Needs . 

Apparently, the 33IDC cannot launch a raasaive training 
progj- aiwae for all cf its employees at the s-aiie time sind get 
them into the class roor:;. Nevertheless, the problems that 
need attention - production issues, interpersonal relations, 
grievances , poor leadership styles - are so many that the 
question 'v/nare to begin' poses fj problem. A realistic 
approach to establish immediate training needs 'would be to 
apply the £ol loving check list; 

1. VJhere are aorociuction/f iiiancial/personnel probierns 
most pressing? 

2. What is the nature of the problem? 

3. What -would be developed manual skills , attitudes 
or overall abilities? 

4. what is the category of staff for whose benefit 
training is to be^orgainized (their present skills , 
earlier training (if 'any), hiererchical positions) 

5. What is the attitude of the targetted group on the 
need for traii'iing? 

Organization of Training- Programmes 

VJliile locating the needs in a plant will be uhe i^ris-nary 
responsibility of the personnel officer but he will be 
assiGtr;d, in this task, by a " Training CoiTriiitt.je” cono luting 
of line-supervisors fro(n the concerned units so that the 
"perce-iv...>d training needs" do not get distort-.d .ml divorced 
from the "actual training ne«ls“. 



since training is a continuous job^ a crucial question that 
the Corporation must ansvjer for its.elf iss whetiner it vjould use 
the 'outside' training institutions for getting its personnel 
trained or would it hire a temporary training consultant who would 
show the Personnel Officers - Vvhat to do and how to do “ vho, in 
turn, will then train the factory employees. 

In either case, in achieving the objectives of a training- 
programme the following- seeps would be necessary, and the Training 
Committee , with or without the advice of the guest speakers , will 
formulate:. ^ ' - 

1. Objective of the training p.rogramme, 

2. Course contents, ■ ■ ' 

3. Course materials , 

4. Faculty, and 

5. Evaluation of the programme. ^ ^ 

Who teaches ■ 

In our vie-w, both academicians and Corporation’s 
executives vjill act as instructors if the Corporation -decides' 
to organize training on its own .jThe academics will teach 
approximately 80% of the courses ahd 'the Corporation executives 
approximately 20%.. "Case material'’ relevant to the. culture of 
the Corporation and that of the particular plant would -have to' 
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be built up, i.e., cases involving ectual incidents of a 
recurring nature^ drau^n both from the He ad quart sirs and the 
plant concerned. These cases v;ould have to be vjritten in 
Corporation's language, terminology so that participants 
can easily identify vjith the incidents dexcribed. Tha 
academics viould also have to gather case material -on topics 
Q-nbracing ' the role cf supervisory staff, human relations, 
cornmunic-ation system, performance ajrprais a<l, team building, 
motivation, and so on. In fact, if training is to be effective, 
thc?re v;ill have to be at least one case study for each topic. 

There are two observations xv?e would like to malre here 
wl'iich would apply in .any instance; 

1. Hia training progtoorame must have the full support of 
the top management. Programme which start v/ith the 
backing of raanagomient always attain their objectives 
with the leemt expenditure of time, money and effort,- 

2. The employees viiho are selected for participation in 
training inrogrammes must be those who; (l) are 
directly affected by the problems vhich are the 
focus of the programme; (2) Ciui 'Sroploy knov.dedge 
gained, to rpractice; and, (3) have the ability to 
impart knowledge acquired- to others in the v;ork . 

- " -situation. 

Personnel of the "Personnel Section” in Plants 

viikile hiring or acquiring personnel to hcudle ‘Pi:srson-' 
nol mattccs' in plants, the Hoadquart acs musu baar in r'lind 
thch'- the pe'Gonnel activities in plants would be subs t. ant i^illy 
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different from those at the Headquarters . Malle the personnel 
officer of a plant v;ould be concarned v^th selection and. 
dismissal of vemployees but, more than anything else, ha x^rould 
be concerned vjith the 'morale* of the workforce. Ke would be 
concerned v;if-h hearing complaints from workers , their safe, 
healthful and pleasant working conditions and understanding of 
their problems, both on and -off the job. He would have, to study 
workefs emotions , habits , l.earhing capa.bilities . . , , , , 

A personnel officer can provide valuable assistance to 
management in all these respects only if ha is well versed in 
behavioural sciences (if not a professionally trained behavioural 
scientist) and one who can do research - not ‘liber ary* research 
but 'field* research* -, who has been around industrial under- 
takings, observed labour at work, intervievjed them about their 
problems, and so on. He should be able to carry out, every six 
months , or at the end of a -year, opinion/morale surveys of the 
workers and then give feedback to his superiors which can be 
used to modify .policies and practices directed at' the workers, 
surveys of employees attitudes , opinidns , and mor ale - can play 
an important role in providing management v;ith very valuable 
information about the employees. Po« instance,, when a survey 
obtains a feedback on the autocratic ‘supervisory style’ of the 
middle-layer-executives which is found to be undesirable, the ' 
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rnanagaTient can take the necess ary steps in tirae to inivjrove 
their styles t'nrough training ate. Surveys like this can 
also be used to feel the pulse of the ■aPi-loyees even before 
intia\ting a policy or announcing a coiccession to the workers . 

The personnel officer must also be interested in the 
follow-up of his opinion/morale surveys ana if a solution 
suggested by him has not viarKc^, he, must be into'Cested in 
going back to the 'field' to find out vh y tliat has not worked. 
In other 'words, he must be continually out to uncover factors 
in the organisational clinu-ite that interfere vjith morale and 
motivation of the \vork£orce. 

We .should like to call the attention of the General 
M an ag ers ■ and the Pe.rsonfjel o££.icars in all the plants to the 
fact that realities, characteristics and capacities of human 
b eings - are subjects of scientific study just m ere the 
qualities or characteristics of mat oriole like steel, ccarient, 
concrete 'or vvood. Just as we e:Hpect an engineer to understand 
the strengths and ^weaknesses of his rr,achinc3s , so also it is 
expected of the personnel officers to knew the strengths and 
v;eakne3ses of the men they manage. 

Ho should also bo fcimiliar, as far os possible , with 
factory systtffls and methods whcrvby ho can doviso' va.'.y5 of 
osce-rtainiog the 'output' expected from anv job t.nd then 
link it up with the incentive plans. 
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The personnel officer has, also a very iniportant role in 
spreading 'economic education' about the plant and the Corpora- 
tion, as a v/hole. When workers and their unions understand their 
sta^Se in a .strong , profitable plant or corporation, they are more 
likely to put farther effort to do' a full day's work and to 
cooperate with, man agem.ent . The xv’orkfcrce must be told and also 

understand that higher v/ ages come from profits and profits come 

> 

from higher productivity. Many timies, labour disputes start 

just because this eponomic data has not been disseminated 

one 

amongst the workers. There can be onlyZreason for such situa- 
tions: Either the m an ag 'ament .has not taken the trouble to tell 
it to the personnel .officer or- the personnel officer has not 
taken the trouble to pass .i'^ . on to the workers . 

The collection and analysis of information for this 
" economic educ.at ion “ . should be: est ablished oh a c-antinuing basis 
and the ultima.te responsibility -for this would r^st with the 
personnel of ficer . Of cours-e> other divisions, such as. Sales 
(operational and planned figures., and possible decline/rise 
figures) Accounts (total wage bill, incentives paid, etc.), 
would be ej<p sc ted tp extend their cooperation. ‘Such data will 
hot only help prepare the management's case but also to analyze 
the union 's deniands . Depending upon ^ the accuracy of data 
collected, in some cases the resulting facts may even compel 
the unions to withdraw their demands,. 
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CHAPI’BR ■- IV 

fihancial mai^agk-^s^t ' 

A proper planning and appraise-il of the various ventures ; 
undertaken by the Corporation is .essential so that the iiitple- : 
mentation of the various projects £ind lat-;::;c on operaiting these : 
as running eneerpi'ises may yield the desired results. The 
Corporation had to take charge of some una..>r'cakings of the 
State Government already crea'ced/ such as , Superphosphate ; . 

Factory at sindri. High Tension Insulator Factory, Ranchi,; and i 
Bihar Spun Silk Mills , Bhagalpur . It launch ai its ovjn pro jects; 
in the names of Electric Ef^uipment Factory at Ranchi,- Bihar ' 
Scooters Ltd. ut Fatwah, Bihar Paper Mills Ltd. .roeinQh ; 
imploTnented) at Saharsa. , . 

P 1 an n in q of Fro 1 cc ts 

A Planning and Development wing wes created in the ! 

Corporsticn during 1973. It is composed of pe-sonnel po;.' 0 ’.:GS“ 
ing expertise in different branches of eng in -.c ring end tech- 
nology. We observed that the Planning and Development viring 
was not intimaitely involved , in the selection and appraisal of 
projects undertaken by the Corporation. It mostly docs some 
monitoring work in respect, of the running units or other 
projects of the Corporation. 



The j)iOject3 which the Corporation undertakes for imple~ 
.entatiori have to be an integral part of the State plan for 
.ndustrialis ation / and must relate to the scheme of priorities 
!S decided through the planning process. Within this framework, 
■he Coriporation should be the fit agency for identifying pro- 
jects for implementation to achieve its objectives. This 
requires the necessary capabilities to be developed in the 
;>lanning and Development wing of the Corporation for the task 
>f identification of projects within the Plan framework for 
Industrialisation of the state of Bihar. A person at senior 
Level possessing good background of economic planning needs to 
De .included among the staff of the Planning and Development wing 
£or the purpose of undertaking the task of identifying projects 
suitable to be undertaken by the Corporation. 

Eq(ually important task of the Planning and Development 
D'fing should be to undertake a proper appraisal of each project 
identified for evaluation. It has to be kept in- view that' 
project planning should be related to the various public 
policies. Also, the method of implementation of a project has : 
got to be linked to the policy mix which the Government has 
adopted. A senior econonist included in the Planning and 
Development wing of the Corporation should be conversant vjith 
the use of the techniques of project appraisal as instrument : 
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for iTiaking a project a vehicle for the irrplanentation of the 
State's industrial policy*- He should also help in creating 
adecjuate data base .required for project pljinning. Alongwith 
technical experts of the Wing, the Sconomist should contribute 
to making specific studies for location of a project, availa- 
bility of raw material , technical feasibility, scale of 
production, financial rneigiitudes , and organisational form. 

At present, the pioject idea is obtained by the CoriDora 
tion from outside sources. After idtaitif ication of a project, 
its appraisal is got done by -the Corporation through consul- 
tants engeged for the purpose.- Our suggestion is that the " ■ 
necessary capability should be developed v;ithin the Planning 
and Development wing of the Corporation for carrying out , 
project appraisal exercises culminating into feasibility 
studies. The ihclusion of an Econo'nist, expert in project - 
planning, at a senior, level in the Planning and Development, , 
Wing alongv.’ith ocher tec linical experts should enable develop-., 
rnent of capabilities for the necessary data collection and its 
analysis for undertaking project appraisal exercises. Such a 
Capability developed in the Planning and Dev'-lojament wing 
should prove pf groat help to the Corporation for appraising ■ 
its own projects as v;ell ,as those of otliur companies which 
apply to the Corporeition for ..financial assistance. 



A close collaboration of the Finance Wing of the 
Corporation, headed by the Financie-1 Adviser, xv’ith the 
Planning and DeveloxDment wing would be necessary for conducting 
project appraisal exercises. The roles of the Finance Wing and 
the Financial Adviser have been discussec^-,in a latter section of 
this report, Hov 7 ever,.it is pertinent to mention here that the 
assistaiice of the Finance Wing vd. 11 bedinvalu able in conducting 
financial appraisal of a project, in determining the cash flows 
which would be generated on the assumption of the prices which 
could be charged for the various products, and in calculating 
the internal rate of return. 

A proper planning of proposed investments in industrial 
ventures is necessary so that the Corporation does not get 
saddled with enterprises vjhich become loosing concerns. As 
stated earlier, the Planning and Development wing of the ■ 
Corporation is not, at present, associated with policy making 
and does not have any aignif leant role to play in identifying 
new projects, and in formulating them on scientific lines. It 
is mostly doing co-ordination work for the appraisal of new 
projects, and monitoring work in respect of the running 
enterprises or' in regard to projeGts::under implementation.- The 
projects which are taken up by the Corporation for execution 
are generally dedided upon by the State Government, whereas the 
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autho-:it-/ of the Sx:ace Government in finally approving a 
project to be undertaken by the Corporation is not proposed 
to be minimized/ it is sought to achieve a meaningful involve- 
ment of the Corporation in doing spade uork for identification 
and appraisal of projects. 

It is suggested that the Planning and Development 
Wing of the Corporation should be outv;ard looking, taking 
initiative in identifying proj^acts to achieve the plan objective 
of the state in the field of industrial development. The 
BtrangtheDing of capabilities of the Planning and Development 
VJing by the acldi-cion of a senior Economist should equip it ; 

better for the task of undertaking scientific appraisal of 
projects. 

In public sector, because of the specific objectives I 
of State policy \vhich a project is required to fulfil, both 
the financial appraisal and economic appraisal of such a 
project become irqport-ant , So far as financial appraisal of i 
a project is concerned, the Finance VJing of the headquarters J 
organization of the Corporation will have an ijtiportant role | 
to play by rendering assistance in the application of various 
financial management techniqiues , like discounted cash flov;, 
estimating cash flows, calculating internal rate of return, 
etc. The management accounting role of the B’inence Wing 
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(discussed latt.ci^)x\rould generate lot of information "which can be 
used as the necessary feed-back information for planning new 
projects. Therefore^ while undertaking financial appraisal of a 
project the efforts’ of the Finance Wing should be co-ordinated 
v/ith those of the Planning and Development wing wi.th a complete 
access of each to the data collected and information generated 
by the other Wing . ' 

■ In the case of economic appraisal of a project, the role 
of the Planning and Development wing, including its Economist 
staff member, becomes important, Sonetimes the Corporation may 
have to consider projects which do not yield adequate financial 
return. These may be cohsidered important in the intetests of 
industrial ddveldpmait of thb State or for serving some desired 
social 'objectives . ■ Such a situation would demand a thorough 
analysis of the indirect benefits emerging out cf the ‘project 
and also indirect costs of the project which may be inflicted 
on the State econamy. The economic appraisal of the project 
must clearly bring out the social rate of return which the 
project would yield so as to establish its . feasibility on , ^ 

eons.iderations of social profitability. However, the financial 
rate of return, expected from the pro ject. should also be 
calculated so that the, performance of the management of the 
concerned unit is later on evaluated against the financial rate 
of return as expected from ■ its operations .• ' ^ 





114 


\n) 

\a 

\fe) 

iJ 

VJ 

\*> 

0 

VS 

V> 

0 

iip 

«>s 

vs 

(pupr 

ip 

^P 

ip 

p 

p 

P 

A 

w 

9 

9 

9 

9 

9 


This v.'duld create varied expectations frcm differtant 
units o£ the Corporation depending upon the results or the 
apprrolsal exercises v^hich go into estelolishing their r^aspec- 
aive f'casibilities . Tor instance, Bihar Sp)un Si Ih Mills , 
Bhagalpur, v;as sanctioned by the Governrntrnt of Bill car as a 
Welfare scheme. The unit set^ up for spin.iing silk yarn ahd 
tassar s ilk yarn \'.;3S primarily meant to procect T. ass or Mand- 
loom Industry in Bihar . An assured rand tipnely supply of 
tassar silk yarn at reasonable price to the weavers was 
thought to encourage them to produce more t-assai" silk product. 
Another objective for setting up the unit was to give protec- 
tion to the AdJtvsei rearers of cocoons in Santhal Pargatia, and 
Singhbhum districts. It v;»as meant to support the price of 
cocoons so that rearers of tassar silk \\7orms get an econoTiic 
price. The Bihar Spun Silk Mills vhich was subsequently 
handead over by the ^St. ate Government to the Corporation, had 
in the past been making loss as which have bevan turned into 
profits in the recent couple of ye^irs . If a proper financial 
and econoraic appraisal of the Spun Silk Mills proj> 3 Gt had 
been ■ Carried out, it would be easier and more rational to 
evaluate the pe;£ormance of the unit, incurring losses or 
nsaiking profits, in tenr,s of scientifically determined results 
expect ;d from its operations • 


to 



Therefore^ both financial and econcraic appraisal on 
scientific lines need to be done for each of the projects of 
the Corporati.on so that later on pvhen these become running 
enterprises, their results could be evaluated against a 
properly pre-determined guiding frame. .This would apply to all 
the projects undertaken by the Corporation including its units 
v;hiGh are incurring losses, like superphosphate Factory at 
Sindri.' It is, therefore, imperatiy.e that the necessary 
capability for appraisal of projects is developed vjithin the 
Corporation, and later on-wnen these prcje^cts become running 
units the sai'ne capability' of the Corraoration is utilized for 
monitoring and evaluating the results of these ventures against 
those projected in the feasibility studies. , As suggested earlier 
an iniimate relationship and proper co-o,rd in at ion betvjeen the 
•Planning and Development Wing and the Finance Wing of the 
Corporation would be necessary both for the ysurposes of appraisal 
of projects and for monitoring their performance. These 
specialized and sophisticatebl jobs would need to be performed 
.by well qualified and talented experts both in the Planning and 
Development wing and in the Finance Wing . The Corporation 
should, therefore, make efforts to attract and retain suitably 
qualified and experienced personnel in these two wings. The 
present salary scales offered by the Corporation to such like 
expe.cts are not adequate and need to be revised upwards. 



/an import £int . a'siject or the apprais al of ''a 'project ds 
to' carry out deire.nd analysis for the products it x^ill manufa- 
cture in order to assess v;hsther there Vi/ould be adec^ate 
nuarhat for the 3upT:dy to be created, I't" has been observed 
that some of the .^enterprises of the Coiporation Command a, : 
ready market and' enjoy good dt^n\and for 'their' 'toducts ; as is 
the case v-;ith the production turned out by* the High 'Tension 
Insulator Fac'tory at Warakum/ Ranchi. Others ^ like" the; 
Electric .Equipm.ent Factory, Ranchi, have a restricfc.ed" market I 
‘for their products and face serious competition from other 
suppli-ers ; 

'" It is sUggedted that the Corporation should include j 
its Pla'hn ing ""Bnd Development „wing e;cpertd.se for carrying out; 
marketing studies for making the necessary demand projections 
to 'ensure that a 'project being appccaised v.ould be commercial .1 
visible,; ; A sound. marketing e:j<pertise available in the head- 
quarters Torganisation can be of great help in conducting' 
useful studies to provide the necessary bmisis for the Corpora 
tion*s -futu.re e^ansion programme and to determinvS productioi; 
priorities.",. ■' '' 

■ ■ V ’ 

There is also need to equip each unit of the Corporab 
tion with an expert marketing call. This cull should maintai 
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an intimate touch with the market conditions and keep stvidying 
if any product modification or diversification becomes necessary. 
It should function directly under the charge of the General 
Manager of the Unit ^ and assist him in promoting sales of the 
products of the factory. For instance, in the case of Electric 
Equipment Factory, Ranchi, tihe team observed that the unit was 
dependent on Bihar state Electricity Board for the sale of its 
transformers, an4 on the. irrigation Department in regard to 
dQT\and for its motors . on the basis of the number of villages 
already electrified in Bihar and on assessment of the number 
expect^ -to be electrified per year in future, the officer-in- 
charge of sales had been making estimates of the factory's 
sh^e in sales ..to meet the requirements of these itoms in Bihar, , 
"Where^ his approach \-jbs on the right lines, the unit which' has 
been .incurring losses was facing an acute problem .regarding the 
sale, of motors It has diverted some of its capacity to 
r,ep .airing transformers . • ' . . 

The issue which is of great import ^ce is that many of 

the products of a manufacturing unit of the Corporation need to 

.makes rt _ 

be iTCi Id in the competitive market. l4f imperative for the 
marketing cell of the unit to be carrying out a continuing' 
assessment of the market trends and be devoting efforts towards 
sales promotion^ The marketing cell of a unit should be 
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equippsd \vith the necessary e> 5 pertise for this purpose and 
be staffed vjith the right persoiiuel possessing the necessary 
qualifications/ background/ and apjtitude. The riarketing cell 
should also concentrate on' 'promociing s.3les by unde'ctaking: ■ 

functions/ like submitting quotations / attending to consumers * 
cornpl Clints /_ dealing vjith-r'Sturn end replac®ient of goods, 
and chasing insurance claims, etc. 

Performance Sudceting 

It is imperative for the' Gorporation to ensure that 
its various units are operating v;ith the necessary efficiency; 
and economy. This can be, achieved if the. units function on : 
a properly framed scheme of performance budgeting. ; 

Performance budgeting is a technique v^hich seeks to 
bring out what an organisation proposes to do, hov.' much o£ ' '\ 

it, at vjhs-t cost, and with \diat r^asults . According to this 
tectoniqus, physiCcd and financial aspects of each activity 
are correlated by estciblishing relationship between outputs 
and the related in|3uts . The scheme of per£o:'mance budgeting 
has t5 operate within the fr'amew’ork of clearly defined 
objoctivas vjhich are sought to be achieved through successful 
implementation of the various activities undurtalcon by the 
concerned departments (or thoir secti..ns) of the organization. 


-A performance budget is an annual plan of action for 
achieving through the implementation of various activities the 
clearly defined- objectives of the organisation concerned. It 
is imperative, therefore, that the objectives of the organiza- 
tion are spelt out in concrete terms as a prelude to preparing 
its performance budget, Tfte organization concerned must 
determine ahead of time as to what it x^’ants to .achieve during 
the budget year.- Then only it can properly plan its activities 
for the accomplishment of its objectives . These activ.ities . 
should be displayed in a systematic manner, relating their 
financial and physical aspects.- 

The rationale of identifying activities in such a manner 
is to establish a proper correlation between -the physical and 
financial aspects of each activity, Tlie output of, an activity 
in terms of physical targets is related to the inputs requ.ired, 
which are translated into financial terms and asked for as . 
budget provision for the implementation of that activity,. In 
a scheme of performance budgeting,, therefore,, it is essential 
to set physical targets for accomplishment in respect of each, 
activity to enable v;or king out of corresponding financial 
estimates incorporation in the budget,, ; 
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The vjorking of the system of pe form ance- budgeting 
depends irriporthntly on the tecr-nigaes evolved for the raeasure~ 
rr.ent of output in relation to the inputs us eel . The system 
envisages selection and dev ‘•:1 ox, sent of suitable work measure^' 
ment units , norms, yardsticks, s'candi^rds, and otlier porformance 
indicators for measuring j/nysieal ..uantum of \;crk to be done 
'or services to be rendare^. These measurauent norms , are 
essential in deciding as to v;h..t is the proper relationship 
betweei the resources ■ to bo utilis.ed c-nd the results proposed 
to be achieved. These are also necessary to provide detailed 
justifications for the budget provisions asked for, and to 
furnish a scientific basis for the quantum of work proposed 
to be, undertaken for the completion of an activity. 

The crux of a scheme of performance budgeting is to 
ensure that activities .re pt::r£or;r,ed w’ith maximum, efficiency 
and economy. A propor .essessHient of the efficiency of opera- 
tions in the c-xociition of ectiviti-A?, , Lh:rei)ro, oocoiiios 
important. Efficiency of an operation 'nay bo moi-isur-id in 
different v;ays . It may be cornparojd 'v;.i.th ceit,ain pre-dc^ter- 
rained norms ;;nd standards . Proi-doter-rnined norms and 
standcirds can provide good yardstick for the evaluation of 
performance. Diff.u'ont types of norms .md standards hovo 
been sucgcx!ted to be ustd de,aending upon the nature of 
activity, end their suitability to p, articular situations. 


121 


These norms should provide indices of efficiency by relating in- 
puts to the corresponding output at different: levels of perfor- 
mance. Accordingly, there need to be various norms, for measuring 
different types of output. These norms have to be related to the 
mission and purpose of the organization concerned. 

It is, howeve.r, necessary that the accomplishments of 
these missions and purposes are ejqoressed in terms of countable 
work - units. It 'is important to recognize that the applicabi- 
lity of work norms has tg be related to quantifiable physical 
output. Also, the end products comprising the output must be of a 
ilomogeneous nature to admit ..application of the same measurement 
norm. It may be that in the. case of . certain activities 'the end 
product is not homogeneous . In such situations, for the applica- 
tion of work norms, it is necessary to group homogeneous units 
of output into one category and to determine as-, many categories 
and the related performance standards as there are different 
types of end-products or output, • 

It is important that the measures of work devised are 
realistic and acc^table to . the various . participants of the ; . 
activities • These must be acceptable to the operating pfficiais 
whose work is to be evaluated in terms of these norms They ; 
must also be acceptable to the higher manegement who' would , 
be evaluating the performance ..of executing authorities lay using 
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these norms . Also, such nornis pr laecsutcs of work should 
be acceptable to the authority rcspons.iblO'ror scrutinising 
and ' approving budget estimates fre^ned on the bejsis of these 
norms . 

h completa understanding of the xicLur'S of v'ork is 
necessary before proper standards of petformance cm be set. , 
These standards should be related to the Iccal conditions ' md ; 
not tr;msplante3d from o'ther different econoraic systems. It 
may be pertinent to mention that quantitative measurement of 
output of an activity does not by its elf ' ensure quality of the ^ 
end-product, other methods are need^ad to assess qualitative | 
aspects of an activity and to ensure quality control. 

In order to operationalise the schemo of pe fofrnance ‘ 
budgeting/ it is irriperative that tha concept is also built 
into the structure of accounts to facilitate monitoring of ' 
expenditure incu^:rikl on specific activities , A performance : 
budget is a vxsrk plan which axpres'^-es targets for c’Chi'.Tvenv.:nt 
in respect mf various r 'S pons ibi lit y lev^vis / based on accepted 
norms and standards, . Measuremient of actual po .'farm ana e both 
in physical and financial terms in relation to the budgeted i 
plan Is an extremely import xint aspect in the us.; of a perfor- 
mance budget. This, however/ n'ceds 'to b-..- done in a manner 
as vjould help decision-making and control at the various levels 
of managi-Tiient » in this context/ designing ai monningful infer- 
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mation and reporting system assumes vital iraportance. These 
reports v;ould have to be generated on the basis of , expenditure 
information. /contain'ad in accounts and in formation regarding 
physic^al accomplishments obtained from the operating personnel. 

A performance budget is required to be divided into 
convenient periods depending upon the nature of the organiza- 
tion concerned and the type of activities it is eng' aged in. 

For each of these periods (bi-monthly, quarterly, four monthly, 
:,etc’«) . a- budget plan for the tasks-' or targets to be achieved 
should: be phased out. The monitoring of expenditure' and the 
relsted pthysical accomplishment needs to be done in terms of 
these periods and ^ coirparoi with' the budget plan for the same 
period. The purpose is to enable the managei:\^t 't'o make 
*on course corrections ‘ in the event* of deviations occurring 
between actual achievements and the budget .plan ' A. system of 
reporting, .^d review is an essential, component of a schai^e of 
performance budgeting, and serves; a, highly useful managan'ent 
.purpose,.: A comp ar is pn of the- expenditure incur red and the 
cprr^ponding physical targets achieved v^ith the budget plan 
s erves, an important : purpos e in £aG:ilitat ing :. evaluation 'and ' 
control, of performance, 
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It is suggested that'" the Bihar State Industrial 
Development Corporation should recjuire its units to introduce 
performance budgeting and base their operations on such'.a - 
scheme* The working of a schsne of performance budgeting'' ■■ ' 
wou.ld create responsibility centres for the accomplishment , ■ 
of specific tasks . It r<rould ailso require fixing of work 
norms for various levels of workers or other functionaries. 

Also, the management 'levels , ' like Production Engineer, Poreniah, : 
Assistant Eangineer, etc., would become accountable for achi- 
eving their clearly specified tasks. 

The monitoring of laerformence of the various sections ^ 
and responsibility levels in a unit of the Corporation bwuld ' 
be meanj-ngful provided it is done against properly pre-determine 
norms and standards. The production and other activitiias ' of 
the units, 'therefore, need to be planned on the basis of i 

sci;2ntifically determined norms, standards, y ards tides, units: : 
of work mecisurement , ' etc . These norms and standards should be 
realistic eind specific to' the situation to which they are 
applied. A significant importance should, therefore, be 
Sit t ached by the units to a proper framing of norms md 
standards applicable to diefeaent manufacturing, production, 
and task 'performance situ at 'ions. 



The operation o£ a system of 
performet*^® b'ud.QetinQ in a unit woulc3. . 
of functions and responsib;Llities for ' 
specific tasks , by the responsibility c 


require a clear delineation. 

:he accomplishment of 
rntres created for the 


purpose, in such a. scheme^ the various stages of a manufacturing 
process or the units of production should be subjected to 
proper costing. For instance, the production process fol-lovjed in 
the High Tension Insulator Factory/ Ranchi/ can be divided into 
discrete stages and process costing dene for each stage. . - The 
entire process of production of insulators / -which is consider©! ,, 
in two main sections, i.e. / green stage before firing -and 
firing sand onvjards stage/ can be subdivide! into five discrete , 
processes for allocation of costs / na’mely/ Slip' H;ouse, process / 
;Shaping & Finishing process/ Glazing process'. Loading & Firing , 
process, and Assembly process. For: each of the processes: so 
sub-divided a proper input-output relation can be established.- ■ 

It must be pre-d etermi ned as to what quantum' of inputs 
going into a proems would turn out what epantity of a specific 
output. Of course, the Output of one process passes into the 
next process in the flow of production of ceramic industry. 

There is also simultaneous production of insulators of different 
sizes and form carried through different processes.- However, 
the total manufacturing process for each type of insulator can 
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be sub divided into disc>:ete processes for establishing a 
proper relationship betvjeien inputs going into and the 
resulting output in respst of each clearly defflarcatol process . 
Similarly, the process flo^-j in. the Bihar Spun Silk Mills, , 
Bhagalpur, comprises of sorting of raw material (silk vaaste) , 
degurnrrdng , conditioning, dressing, draft picking, prcpairatoiry 
stage, ring spinning, winding (tv/istinr4) , gassing or seinging, 
reeling (bundling and packing - Finishing Department), 
finished spun silk (silk examination checking for cwality by 
picking the defects etc.). Process costing can also be sui-. 
table for the manufacturing aictivitits of Bihar Spun Silk 
Mills . There are other units of the Corporation, like Elec- 
tric Equipraent Factory, vliose manufacturing activities are 
well suited for job costing. A proper costing of the 
manufacture of a product is necessary i.-ihether it is done in 
terms of process costing or job costing or batch costing. 

It is , therefore, suggested that each onterpi'isc under 
the Corporation should standardize its cost of production as 
related to different performance units. The performance of 
the operating units should be evaluated against the pro- 
deterndncxl standard costs. Collection of costs for u.,.ch 
stage of production or for each job vjould facilitate creation 
of a systan, of responsibility accounting to correspond to 
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clearly delineated responsibility centres. Such a costing 
arrangement would also help in' assessing the resultant incraes 
in net revenue attributable to any increase in prcciuction and 
sales-. In this context, it may be relevant for an enterprise 
tp work put the variable and fixed costs of manufacturing 
different -products . Such a. cost analysis cculd bs used for 
tasking rational business decisions; in regard' to production and 
sale of, various items . This' would’ also help in treking oth-er 
decisions, like a suitable product-mix w’hich an enterprise 
shpv.4.d turn. -out to maximise its -iirofits , The information 
obtained from, such a. cost .analysis should also be used for 
determining the. : break-even point in respect of each j^roduct ■ 
so as -to be eure about the profitability of - m^ufacturing ' and 
selling different- products . ^ ■ 

Pre-determination of costs of various processes and 
jobs ,‘ standardizing these, and exercising the necessary cost 
control during the .stage of actual production can be achieval 
better within 'the franework of a system of performance 
budgeting. Such a scheme of budgetary control can be employed 
to prerd St ermine operational-objectives and to pursue their ' 
achievem,ents by exercising ..the. -necessary cost control. 

■The formulation of a performance budget would require 
planning ■of' the various " activities 'of' ■'the enterprise ahead of 
the budget year. These activities should be assigned in a 
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distinct TAanner as responsibilities of various management ■ 
levels in the Organisation, and their coordination ensur-^* 
For each activity, proper cost estii'natos would need to be 
prepared on the basis of accepted norms and standards. The 
norms used for preparing budget estimates, to be realistic 
and workable should be developed as a joint exercise between 
the workers, the management of the unit, and representatives 
of the headquarters . Once these norms become acceptable to 
the three parties mention ed-.., -each of them would aafree to the 
quantum of production or the amount of work to be turned out 
within a specified period end at properly v/orked out cost. 

The xvork crs would understand- the norms 1 performance required i 
of them. The management of the, unit would also be able to I 
oversee and control the workers' perfo,rmanGe in tez’ms of 
the norms acceptable to it. The headquarters organization : 
would also have a standard available against which to evalu a-; 
te the performance: of a unit , ^ ! 

These norms and standards for performance measure- ; 
ment may need to be revised as^ and: when the factors on which ; 
they are based get .changed appreciably. These factors may i 
include the technology used, productivity of workers, etc. 

For instance, productivity norms ■ for the workers may be kept, 
on the lower side in the beginning whcan they are getting , ; 



trained and picKing up work. The aorms would need to oe 
revised after the workers have acquired skill and have oecorne 
trained. . 

The Developraent wing at the headquarters is staffed by 
engineering personnel., and according to our suggestion it 
should also include ej^srts with econ'enaics background, ihese 
specialised personnel of the Development Wing should help the 
units' in evolving norms and standards for various activities 
by the application of techniques, like vjork study, method study, 
work measurement, network analysis, etc. 

The various norms , standards , yardsticks , units of work 
measurement evolved should be used as relevant in different 
situations for preparing performance budgets for the various 
functional areas of an enterprise.- Starting from the Sal® 
budget , the e.<cerprise should pre;^' are other budgets , like Pro- 
duction budget, Material budget. Purchase budget. Labour budget,. 
Overhead budget. Capital budget, and VJays and Means budget. 

The pre-requisite for an optimum use of the technique of 
performance budgeting is that there should be cle ar demorcation 
of responsibility and accountability for specific functions in 
the framing and format of an enterpris-e^s budg'et. The budget for 
each 'functional area should be further sub-divibed intod is tinct 
responsibility centres and further on into cost 'centres • The 
entire functioning of the enterprise should ultimately be 



divided into various cost centres corresponding to specific 
centres of activity, a responsibility centre ra ay iiiclude 
one or more cost centres. While framing estimates in the ■ 
budget, it is in terms of cost centres that costs are estima™ 
ted and later on as the budget is operate^d upon, costs are 
accumulated and recorded for these cost centres.. 

The quantified objectives of an enterprise need to 
be shovms in the form of a performance budget v;hich. is divided; 
to conform to the responsibilities of various functional . : 
heads . Each such division is further sub-divided into . 
responsibility centres and ultimately into cost centres. Thei 
purpose is that budget estim.ates should be .framed .in accor- 
dance with such a sub-divijs ion • of functions, and information ■ 
regciTding inputs used and the resulting output should also 
be collected in terms of each such sub-division. Whereas thsi 
inputs used can be identified in terms of the various I 

resourc^es employed in each process or fo.r each job, output | 
may be expressed in terms of value, numb.r-rs or quantity. 

The purpose served by such a scheme is that a comparison can ' 
be made between the budgeted and the; actual performance of ] 
each responsibility centre. In the event of any deviation 
between the budget plan and the actual accomplishment, varior 
ce analysis should be conducted to detect the causes of ' 
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variance^ identify key factors, isolate controllable factors 
from those non—controllable, and to identify responsioility 
levels which should take remedial measures to correct the 
situation.- ■ 

A budget plan is generally prepared on an nu ail basis . 

But if comparison of actual perforniance v;ith the budget is made 
towards: the close of the budget year, it w’ould not help the 
management in taking the necessary corrective actions if 
things were' not happening according to the budget plan. To 
use performance budget as a tool of management, the annual 
budget should be phased out into monthly budgets so that at 
the end of each month actud. performance may be conpared with 
the budget plan for the same period and any variance between 
the two analysed to detect causes for the same and to suggest 
remedial measures to correct the situation. 

■ It may be added that the break up of an annual budget 
into calendar months has to be done in accordance with the 
performance estimated for each month, -which may not be the 
same for every month over the entire one year period. Such 
a system of performance budgeting would facilitate monitoring 
information to ensure that all sections of the enterprise are 
accomplishing their assigned t as Its and thereby contributing 
towards the attainment of predetermined objeatives of the 
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enterprise. It should also lead to better communication and 
coordination aitongst the various sections o£ the enterprise. 
The system of reporting under such a scheme of performance 
budgeting has to be designed in a manner that the reports 
reaching the management should furnish information both rela- 
ting to financial and physical aspects of an activity in 
terras of its actual performance as compared v;ith the budget 
plan. Detailed suggestions regarding raanagoment information 
system required to be introduced in the various units of the 
Corporation have been incorporated in a subsequent section 
of this report. 

An adequate information system is a necessary adjunct 
of a prc^orly framed scheme of performance budgeting. It j 
can be a useful aid to the management of the enterprise as | 
vjell as to -the rnenag'oraent in the headquarters organisation, ; 
At present, the. various units of the Corporation prepare thei; 
annual budgets both in financial and quantity terms, which I 
are submitted to and approved by the Board of Directors, It , 
it suggested that the: headquarters of the Corporation should } 
scrutinize these budgets according to uhe requirements of ' 
performance budgeting in terras of S-Cient i fie ally' worked out j 
and accqpt ed norms and standards ' before these budgets: :ore | 
placed before the Board for approval, ■ i 
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After these budgets ate sainctianed and as tney a^e op>b- c_t>..:d 
upon by the concerned enterprises/ the Corporation's neaaguar— 
ters should keep monitoring information regarding perrorraenco 
of these enterprises as compared with their budget plans, h. 
successful operation of a scheme of pertormancc budgeting wou la, 
however / require each enterprise to be properly ecjiipped wdth 


e5<pert accounts staff Cropable of doing cost accounting functions 

Within ec.ch enterprise/ performance budgeting should be 
used for monitoring information regarding porform.ance of each 
responsibility level/ and its evaluation against a pre- 
determined budget plan. In such a scheme/ the use of work 
norms and standards would be applicable to all levels from 
top down to the lov.’er rungs including Ma«door/prega, helper 
(semi-skillc2d) / operator Grade II (skilled) / operator Grade I 
(skilled)/ charge hand (shop floor supervisor) / etc. To 
ensure/ in particulsir/ that the lower levels give performance 
in terms of the norms applicable to their work assignment/ the 
system of performance budgeting wou-ld need to be supported by 
properly designed incentive schemes. Also /performance 
evaluation criteria would need to be evolved so ^ to motiva- 
te the various levels- of workers and functionaries including 
the senior management so that they contribute ^ 

best to the accomplishment of their assigned tasks . The 
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relevant issues in this area have already been spelt out in 
an earlier section of this report. 


Management Accounting 

A necessary adjunct of a sound management information 
system is an efficient system of management accounting xvhich 
needs to be developed to provide the necessary support to the 
decis ion-m.ahing processes taking place at various management : 
levels . Management accounting is concerned vjith that type of; 
information vlrich can be useful for management. The emphasis: 
is laid on the usefulness of information in serving the needS: 
and purposes of imenaigement . In such a scheme, the accounting; 
information v/ould need to be presented in different forms to ^ 
cater to the roquirements of management at various levels. I 

; At present, daily and monthly production reports are ; 
received in the haadquartiairs organisation from its operating ; 
units. In addition, a quarterly report is sent by the units ; 
to the headquqrtors , which Q ives information both in regard 
to the qi; entity of production and fincncial e:opendituro . ; 

Sales are also reported by the units on dc\ily and monthly ; 
basis » The annual accounts are transmitted to the headquar-' 
tors by the units after the close of the financial year. ; 
There arc also returns like production. - cum - sales ~ cum 



stock sent 'by the units to the headcraar^cis-® 
the operation of a scheme of performance cud' 
would need to be revised -and rationalised so 
of production and other results achieved by 
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to the Go.t res ponding cost incu-c-red/ and ai'e brougnt ouc in one 
reports . The focus in evolving reporting formats would oe on 
the actual achievements made by the units as cornpaied to a 
scientifically worked out budget plan. 


The deviation between the actual achievement and the 
budget plan should, attract the attention of the managemant 
accounting agency to conduct' vatiat'ice , analysis fc,r f inding out 
the causes responsible for such a situation so that the necessary 
corrective action could be taken by the concerned menagement 
level. Therefore^ for conducting such an analysis to evaluate 
the performance of different responsibility centres, accounting 
and finance wijigs in the headquarters and in the, units should 
be equipped with , man ag ament accounting cells staf£c<a by .quali-. 
fied and' trained personnel. 

We observed that there was no proper arrang^ament for ■ 
cost accounting in the units of the Corporation, and also no 
syste^^^ of the rexx^rts: coming from the units to the 

headquarters was being done. This v;as mainly due to lack of 
necessary expertise being available at the units and at the 
headquarters .■ 
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For using the technique of perf oririance budgeting to 
reap maximum advantage, it is necessary that proper cost 
estimates of the various eiCtivities axe prepared for incor— 
iDoration in the budget. An effective cost control dan be g 
exercised by the m.anagsment by using the technicjue of standard 
costing as part of budgeting. Standard costing can be used 
by raanaig ament for comparing actual performance with pre- 
determined standards. Any variation between the tvjo can be 
analysed so as to identify lapses in performance, to enable 
the concerned managament levels to take remedial measures. 
However, a scientific system of costing would require an^ : 
efficient and properly structured system of accounting. The : 
accounting cla.ssification used should be in line with the 
budget classification so that expenditure figures become 
available without difficulty and as quickly as these are 
required for managcagent purposes. For the variance analysis: 
to serve any useful purpose, it is necessary that heads of ; 
expenditure as given in budc:;;ts and heads of expenditure for 
accumulation of actual costs are the s;m,e. The management 
’ account iiig cell would nee^d to as certelin actual cost of varioi 
c\ctivities, processes, jobs, for the reporting periods. It ■ 
would also be concerned with reconciling e:<penscs as per cos 
accounts with ey^easies as .per financial accounts to ensure 
consistency between the txjo sets of accounts. Since costing 
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£igures-.ars3 teKen from financial records, to ensu 
of cost records, it is necessary to periodically 
Cost and financial accounts. 


s accuracy 
econcile the 


An important task of a management accounting cell -v/ould 
be to compare .actual performance of various activioios watn 'c.neir 


respective budget TDlaris, and to analyze and interprete the 
variance between these txN/o. Standard costing technioue should 


help such a variance analysis, supported by an efficient system 
of accounting and costing and a proper system for stores. 

Properly recorded actual performance of various activities would 
need t© be comp ar.ed, with pre-doterrnined standards shov/ing 
separately -favourable and unfavourable variances. A detailed 
analysis should be conducted of these variances in order to 
draw attention of the menagcanent to factors relev, ant for taking 
corrective^ action . . 

The variances between the actual performance and the 
budget plan can be-, of different types, namely, variancas in 
material cost, ■ variances in labour cost, and overhead variances . 
Each of these variances is further sub-divided into sp<9c.ific 
act ivities under' the main, category. For instance, specific 
variances may arise under matei'ials cost in various.: items because 
of differences in.: prices , differences in usage, differences in 
yield, and differences in mix., etc. In the case of labour 
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cost, differences in rate,, diffe.rences in efficiency, diff- 
o,rences in mix, differences in idle time, etc., may be the ; 
factors causing variances betwe^en the actual costs and the 
budget estimates . Similarly, variances may occur in specific-! 
items under overheads, like, differences in volume, difference 
in efficiency, differences in expenditure, and diff er^iinces 
due to hours worked. 

The comparison of actual performance with the budget 1 
plan sJid variance analysis should be a continuous process i 
conducted periodically. VJhereas such a variance analysis I 
should be done for the performance during each month, it can J 
also be extended to the performance of various activities ; 

even during shorter periods depending on the needs of a j 

particular manufacturing situation. The periodicity for j 
conducting variance analysis should be determined keeping 
in viev? the purpose of such an analysis in helping the msnag^ 
ment to control costs, increase efficiency, and reduce wastag' 
in the process of achieving the pre-deuc-rmined objectives* ^ 
Such a variance analysis conducted p-er iodic cl ly con also | 
help in revising the budget for the remaining part: of the 
year' if that becomes necessary. " - • ■ 

A regular stre^ of information regarding financial ! 
and physical aspects of each activity should flow to the j 



concerned responsibility level for decision-rioxinc c:.nci cotr-rol 
purposes* Such a flow of ' inforrriation to dif fci en- is 

necessary for performance evaluatiai . The information needed 
for performance measurement has to flow from tiv’o channels . 
Physical accomplishments would be monitored through a 
reporting channel flowing frcam the operating officials . 
Information regarding e>penditure incurred has to flow’ onrough 
another channel based on a proper structurcing of accounts / wh 
conforms to the budget classification, and an efficient systnari 
of cost . accounting . when these two sets of information are 
put together' in terms of various responsibility centres for th 
period under consideration, a picture of actual performance in 
terms of physical accomplisliment - and the relateci cost would 
emerge. The actual performance as monitored from the inforraa- 
tioa system cai- then be compared w.'xh the- budgated plan and 
variance analysis' conducted. Detailed recorrimendations on 
management information systcam necessary 'to be introduced in 
the Corporation and its units ere^cont.ainaa in a subsequent 
•section of this report ,' : \ ■ ' 

An important function of the man agc3m.ent accounting 
cell in the headquarters should be . to conduct '"audit , periodi~ 
cally, of the various units of the Corporation. Apart from 
carrying out financial audit, such an internal audit agency 
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should keep reviewing the operation ' of : the .scheaue of perforraance 
budget ing in the units . 

■ The reports of the int.Uw'nal audit teams on various 
aspects of the functioning of the units/ including regularity 
and ioropriety of their transactions and evaluation of their 
performance in terms of the accepted schema of performance 
budgeting, would provide- information to the headouarters 
management accounting cell in addition to what this cell would 
be itself genvirating on the- basis of the analysis of the 
reports , coming from the units . The information thus furnished 
by ;the management accounting cell can be of great help to the 
Chairman-cum-M an aging Director of the Corporation in exercising 
proper control on the units and in discharging his various 
menag'3Ti.ent. functions. 

It is, however, .iitperative that the managerrient 
accounting cell in the headquarters should be staffed with 
qualified end trained personnel well-versed in the techniques 
of audit end performance evaluation. The Corporation should 
•also arrange for occasional eixposure of management accounting 
personnel to the modern techniques of management by sponsoring j 
them for refresher training courses'. More re'eoinm end at ions an 
the training needs of the camployeos of the Corporation and 
its, units have already be^on included in an earlier' section 
of this report,' 
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organization of Finance Function 

A Financial Adviser -.of a .sufficiently senior lev^^l saould 
be in-charge of the Finance Function in tho Corpot^acion » He 
should also be head of the accountinG organxzetiaxi incluaing its 
managcaaent accounting cell. The organizational set-up -of the 
Financial Adviser's -department would need to -oe in aiGccra with 
the various functions required to be discharged by it. 


At present, there are two Controllers of Accounts in the 
Financial Jidviser's department at the headquarters. One of them 
looks after the accounts of the Corporation pertaining to its 
headquarters, and the other ' Controller of Accounts (/Audit) is . 
primarily concerned with the accounts of the units. The 
main concern of the Controller of Accounts (Audit) is to ensure 
that the units are operating according to the directives of the 
headquarters, and are maintaining their accounts properly, ijn 
organizational restructuring of the Financial Mvisar's depart- 
ment v»u Id become necessary to provide for the management, 
accounting function to be undertaken by it to aid the various 
decision-making processes., and to organize the internal audit 
function in its various dimensions as suggested above. 

Adviser's department would need to fun- 
ction in d lose association with the Planning and Development Wing 
of the Corporation. The information generated by the management 
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accounting cell can be o£ great use to the’Plann4bg and 
Development wing in its vaii'tous -activities and tasks. Also/ ■ 
the Financial Jidviser'-s Department alongvjith. the Planning and 
Development wing can provide the necessary guidance to the 
units cf the Corporation in their various rn an ag era ent 'functions. 

iis suggested earlier^ the Fin;encial .\dviser posted.' in 
the Corporation's headquarters should be aa highly ©j^erlcaced 
person possessing the necessary background for the "job. He 
should function directly under the control of the Chciirman-curn— 
Managing Director/ assisting him in his various managoTient 
taskn . Such a functionary should be placed in a reasonably ' 
senior scale commensurate with 'the responsibilities ; he is to | 
discharge. The Financial Mviser's department should be ; 

adequately staffed with other finance and accounts ej^erts ' 

"required for carrying out the various jobs as mentioned earlier.) 
These personnel v;ould need to be paid good scales of pay to ■, 
attract and retain qualified and experi^aiccd persons in this. j 
department, - The -present scales of pay in 'the Corporetion | 

offered tio such like experts are too low and need to be 1 ! 

upgradol . ■ : ' 

Delegation of Financial Poxv’ers j 

Performance evaluation of entc-rprises and of respGnsi~ I 
bility centres within these units / in terms of objectives. 



targets, tesks, norms 
of adequate facilities 


and standards , 
to th err, , vjh ich 


)uld require pr.^vision 
ray -ce nccos:' erp fi. r the 


successful accomplishment of their caste . 
performance budget at each level of manaO'er. 
tion results in assignment of res pons ibi lit 
1 evels. ,of map eg ement . This onsures better 


The preparaticn of 
,Gnt in the organiza- 
ies to different 
acGcuntability of 


these responsibility levels against their budgeced plans, caste 
and targets. The account .ability for assignments would, of course, 
require provision of facilities necessary for the discharge of fun- 


ctions by the various responsibility levels, one such important 
facility is delegation of povjers . 

A decentralised responsibility structure under the 
schoiae of performance budgeting necessitates delegation of poivers 
down the line> commensurate x-axth the responsibilities to be 
discharged at. various levels . ; Adequate delegations are iiecess- 
ary for an efficient discharge .of xes pons ibilities at the 
various levels of man ag '3m ent. VJhereas adeciu ate delegations 
commensurate with responsibilities are essential, it is equally 
important that necessary envirorjmont is created in which these 
delegations can be really exorcised. The various factors 
inhibiting the use of pov.jers by 'the' delegatees should 'be sought to 
be removed. 
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There are three important issues in the area of 
delegation of powers . One of these pertains to the adequacy 
of povjers delegated to the General Managers of the units from 
the headc^arters . The other concerns the re-delegation of 
pqv.'ers from the general Managers of the units to other levels 
in the'management hierarchy. The third important issue in 
,this area pertains to the environmental factors surrounding 
the exercise of delegated pov;ers by the delegatees. 

The adequacy of powers delegated to the General Mana- 
gers v;ould need to be determined in the context of the func- 
tions to be discharged by them. These delegations may pertain 
to povjers to purchase materials and avjard works without 
inviting tenders; powers to accept tenders; powers in respect 
of purchase of stores and contracts; powers to incur contin- 
gent or other expenditure; powers to declare stores as surplus 
or unserviceable; pov/srs to create temporary posts in the 
work charged establishment; etc. In the same framework/, the 
need will have to be assessed for re-delegation of powers to 
other managoTient levels in the enterprise/ required for an 
efficient discha.rge -of their functions . The po’wers ' delegated 
have to, be pper.ated .by; the deieg atees- vjithin the fr.atiework of 
certain rules / r<;^ulations / proGedurt2S/ end cond’itions / as ; 
■are prescribed by the:headc|uarters ^ - It is necessary to take' ; 
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care that these conditions imposed are tas rrixnirnurr, rwauir .a to 
ensure financial control and accountability. 


Dhe General Manager of -a unit has at present 


in 


delegated povjers to effect purchases of iterrs nou exceeding 
Rs ,750 A(Rs .500/- in certain' cases) in price in each cas ey directly 
from a supplier without inviting mere quotations . In the case 
where they-alue .of a purchase, is more than Rs,750/- and upto 
Rs. 25,000/- (Rs .20000 in some cases) it has to be made after 
inviting selective ...ejuot at ions, from, a limited number of dealers. 
These quotations, are then considered by a puchase Committee. 

The purchase committee which generally meats twice a v/eek, 
comprises of the General Manager) of the Unit as its Chairman, 
and includes Chlgf of Accounts of the Factory, the technical 
person, concerned with the item of, purchase, a representative 
of the recognized Union,, a, local representative of the Industries 
Department of the Government of Bihar, as members. If, the value 
of the purchase exceeds Rs .20,000/- in certain cases and , 
Rs,,25,000/- in others, it has to be effected, by open tender 
through, advert is eiment , 

is suggested that the limit for purchasing an it om 
on one quotation basis should be raisol to Rs. 1500/- per item.: 

It has be-om observed that requirement of three or more quotations 
in respect of purchases of items not substantial in value, do^ 
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not serve any useful purpose of financial control. In fact, 
such a system results in some unhealthy practices being 
followed by the suppliers of such items in the sense that 
the saT\e supplier would furnish three quotations under three 
different names of firms, a better approach in such a situa- 
tions would be that .a'ccmmittee comprising of three officers 
should be emplowered to make final selection of an item of 
purchase even without obtaining three .quotations for the 
purpose. One of the members .of the Committee should be the 
officer concerned who needs the item proposed for purchase. 

The other two members may be from other senior officers of 
the enterprise, such as, the General Manager, Chief of Accounts 
Purchase Officer, etc. 

It may be stated that a purchase of the value up to 
Rs , 1500/-. per item and tr.ans acted through the p.roposed 
comiTiittee comprising of three officers without inviting 
quotations, would conform to ensuring the interests of 
financial control. Because, financial control should be 
deemed to \...ve started when there are more than one individual 
taking part in a transaction . . .The procedure according to 
which the officer concernal who needs the purchase, is joined 
by two other senior officers in a committee for effecting the : 
purchase, would provide the necessary control mechanism even 



when the purchase is made without inviting quotations 
further procedural requirements necessary tc oe obsei: 
fore a purchase of such a small value (upto Rs.lSOo/- 


An Y 


‘vea be- 


eni') 


can. be effected v;Mle providing for stricter control v;culd else 


delay the procurement of the item thereby hampering uh 
Therefore, in the case of purchases of sra^ili value not 
Rs .1500/- each item, involvement of a coramittee c£ thr 


e vjork. 
exceeding 
officers 


in transacting these purchases should be sufficient to ensure 
requirements of financial control. . 

The purchases of items costing more than Rs.lSOO/- each 
ra ay, however, continue to be transacted, as at present, through 
a purchase committee specifically constituted for the purpose. 
The limit of Rs .50,000/— beyond which a refe^rence beccmic^ 

-t , . ' 

necessary to be mads to the Corporation's headquarters if the' 
lowest quotation is not accepted by the purchase committee may, 
however, be revised, upvjards . Also, for capital items'/ the 
monetary limits need to be raised in respect of items for 
which the purchase- can be effected through the purchase co- 
mmittee also in other cases vih ere approval of the Corpora- 

tion's headquarters is necessary »• 

It would, however, help to standardize as many items 
of purchase as possible, and, 'to enter into rate contract with 
reputed firms so that after the need for purchasing an item is 



established the various procedures for procuring it can be cut' 
short. Pov/ers for making these purchases can even be delegated 
to individu.al officers. 

It is anamolous to maike different management levels 
accountable for the discharge of their responsibilities v;ithout 
delegating to them adequate pcv/ers to match their responsi- 
bilities . At the same time, it is imperative to ensure tha.t 
the povi/ers so delegated are properly exercised and not misus-ed. 
Therefore, it •would be necessary to intrcxluce a system x^hereby 
exercise of delegated powers by the delegatoes is periodically 
checked by the supervising and controlling authorities. This 
checking of the proper exercise of delegated pov>?ers has to be 
a continuous process to be carried out by higher managcmcant 
levels on the basis of the reports and information supoli-ed 
to them^. Hovjever, the information would ne-ed to be summ.arisod 
as it is furnished to higher and higher management levels to 
ma3ce it relevant for the purposes of each management level. 

Therefore, to ensure proper control and accountability 
at various levels of management, a s ys ton of reporting and 
returns should be built into the schane of delegations. 

Whereas the need for some reports and returns can not be 
questioned, if these become too many or require too much 
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filling in of details in the procioss of functioninr of an 
operating' levels this would actras an inhibiting facte- to 
the exercise of powers by the delegatees . Therefore, it is 
necessary to review the -reports and returns being used in the 
Corporation to keep them in accordance -.ath the intention end 
spirit of the scheme of delegation of powers sc that these 
reports serve clearly recognized purpos^as. A comptehensiva 
treatment of this subject of design and format of reports is 
contained in a subsequent section of. this report. 



chapter 


MAt^AGEMHKT D-JFORlylAT.ION SYSTEM ^ 

The Present. System 

The ManagOTent. Information Systoi) in the BSIDC is in 
the form of a reporting system which demands feeding most of 
the data from various units to the Head Office of the BSIDC » 
The purpose of the repotting system is not clearly defined 
and most functionaries get these reports for "knowing” as to 
what is happening in different departments and subsidiary 
units. As a consequence/ the feed-back mechanism is highly 
inadequate in the Corporation. 

Since most of the data (.including routine type of 
data) is fed to the Head Office; the senior managers spend 
most of their tirna in dealing with these reports and other 
day-to-day matters . Consequently, important .matters b£ 
policy and direction suffer, decisions are delayed afld depen- 
dence of units and .subordinate offices' on the Head Office 
increases.' ■ . : ■ - . ■' ' ' 

Proformas for collection of data have be^ introduced | 
as and when the need arose.' As a result of this, data col- j 
lected at the, Head Office l^el is voluminous - and unorganized.,: 
The managan^t, therefore find it difficult to process it for : 
meaningful and timely information for managerial decisions. ; 
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Delay in gen^^' -ion of reports txraely cor..ect-ivc 

aation.' 

High volume and . low utility of data are^ to a great 
extent, responsible for its lov; reliability. 

The Framework for Designing a New MIS 

The activities of the BSIDC are spread over a number 
of its productive units using different technologies, produ- 
cing different products, and carrying over diverse operations. 
Because of its . large size and a vast .irariety of its products 
and , s ervices , it is not poss ible _ for the Head Office of the 
BSIDC , to 3aiow, .and control. the day-to-day operational matters 
of its units. As such it is necessary that the units are 
given a high degree of autonomy in planning and control of 
their operations , vttiereas meaningful decentralization wuld 
facilitate the process of policy formulation and decision 
making, it would make the. need for effective control and 
supervision all the more imperative. Therefore, control 
information would be required at both, the Unit and the Head 
Office levels, 

: The purpose of control informatidri is to help take 
necessary decisions for achieving the overall objectives of 
bhe BS3IDC, The first st^ in the control process will be to 



compare the actual performance with the plans and operating 
standards set for achievQT\ent for each unit. Based on the 
analysis of causes for these variations^ the executives at the 
Strategic Level may decide on one of the following courses of 
action; 

“ To change the resources, in quality and/or quantity, 
and the operating conditions (including the equip- 
ment, methods of production, and working conditions) 
so as to bring actual perform^ce back into, line 
with plans and standards. 

- To change the plans and standards to reflect changes 
in the basic assumptions that were made when these: 
standards were set up. 

In order to avoid uncoordinated action and confusion 
at the operating levels, timely^:' decisions based on. relevant 
information should be communicated. Unless the decision is 
comraunicated and impl^ented it is not an action decision and 
the managOTent control will be lacking. 

D es iqn Cons id er at ions f or the N ew MIS 

The managanent information system would provide the 
mechanism- for the exercise of ; control. Its purpose, is to 
provide decision makers with. timely and accurate data to, 
help them make and implanent necessary decisions to achieve 
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the predetermined goals . The relevance or inforn-icii-icu h-.- 
to be determined in relation to the delegation of finc.ncic.l 
and administrative powers to executives at difrerent IcVolc; * 

It is in this context that emphasis is on reporting perfcrriiance 
in •comparison to the prescribed standards* Relevant, control 
information should be supplied in brief but adequate form. 

In; order , to avoid frequent paper referance, from one level to 
another, it is, suggested that the control information be 
accompanied by a self-sufficient narrative report. 

Executives at different levels in the organisation in 
their effort to achieve the expected level of performance may 
face some special technical and/or managerial problems / for 
example, a major breakdown in a plant, bottlenecks in imports 
or supplies-, release of funds by. Gov ernm ent /financial 
institutions-, labour trouble efea. A problem should be termed 
as a "special problem" if it cannot be solved at the, level at 
which it has been: identified. Such problems should, be reported 
to the next higher level -i^edi at ely in the form of a ."special 
action report" and should include suggestions , if any/ for their 
solution,' These would be- exc..eptional reports concerning 
exceptional prbbiems •■- ’ Decisions , .about the resolutibn-'-of -such 
problems should be comunic at ed,.i^^ form of "actiGn 
programmes" with time schedules and assigned responsibilities 
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cle^.ly specified for different actions. Feedback after 
. imp 1 ancient ation of decisions should be given to the cone srned 
level. It is worthwhile emphasizing here that the special 
action reports should be *' exceptional" reports and not beconie 
a matter of routine. Non-routine solutions to the hoh-routine 
problems is the focus here. Problems in implementing the 
action programmes should be reported urgently so that alternate 
solutions ate found and decisions implemented without any 
delay. In order to' avoid frequent to and fro paper comrauni- 
cation^ it may/ sometimes/ be necessary to depute officers to 

‘ look into some of the special problems at the place at which i 

they arise, in such cassas the officers who are deputed j 

I should have adequate delegation of powers to take on-the-spot 

■decisions' and implement them. ; 

Oaality of data and the accuracy of reporting done by I 

1 ■ , ■ , , . : ' ' 

any level in the BSIDC will depend/ to a great extent^ on the ! 

i quantity of such data asked for. Thus, to improve the 

reliability of data and to extract and retrieve meaningful ; 

I "information" for the management process/ the number of ! 

* reports' ’ and the volume “of "data' ebritiined" in each report should 

, be carefully analysed for'-^'y 'if'eduhSancy/ duplication/ and 

* inadequate periodicity. Each bit of information should be 

I questioned for "the 'spbcxflc: purpose that it would serve. ' 

i I 

mb ^ ^ ^ ^ ’ .> ■ - . ' ' ^ ■ V : ; : • V i 


! 
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The process of questionino would considerc.C'l_y - 

voluine of data collected at any level, oeside^ / ~o 

would be designed, existing ones revised, and data fror 
would be merged into one to rneke it compact and usable. 

Tmalysis of Existing Proformas 


It is suggested that a small team of thr 
highly capable, and innovative senior executives 


ee Ob four 
from within 


the BSIDC is constituted to thoroughly analyse each and every 


proforma used for reporting within the Corporation, vftiile 
doing so,, they should discuss it with the people who get 
these reports so as to know end establish the rc.--T\/:.nce of 
each bit of information. During these discussions it may be 
observed, that suggestions for continuing the existing reporting 
system and including many more proformas would be forthcoming . 
Many executives would like to get reports for wishirig ”to 
know” as to what is happening in the different functions of 
tKe BSIDC In order that the team of analysts does not fall 
into this trap a precaution is strongly suggested. In order . 
to rationalize the \,pxis ting reporting structure, they, should ' 
critlGally observe as to what has actually been done, to these 
rgmrts in the past one or tw years . The role of .thes-e reports 


in the management process has to be clearly 
The focus should be tp design and •prescribe 


established, 
a proforma for the 
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job rather than to find the use to yjhich the existing reports 
c an be put , The analysis ^is likely to lead: to the elimina- 
tion of a number of existing reports. 

The Suggested MIS 

The Management information System suggested here for 
the BSIDC is aimed at providing the different levels in the 
Corporation v/ith a meaningful assessment of performance in 
different functions of the Corporation . In case of deviation/ 
the system suggests that they may be analysed with reference 
to cause and responsibility and mention necessary action in 
each case through the narrative report* in addition# the 
system incorporates segregation of special problems for 
solution through time phased programmes . This is highlighted 
in .terms of “special Action Reports”. 

Principle of “reporting by exception" has been adopted 
as the basis in designing the present Management Information 
System. It demands that routine things be disposed off at 

the levels at which they arise. However/ some data would 

still be required to be supplied either as background material 
or for statistig,aJ,.purposGs or for formulation of overall 
policies and resolution' of' significant issues .' ! 

In addition to formal reporting as provided for in the ■ 
MIS structure # there should be ■ periodic /review s ess ions at : 
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Various levels to observe and analyse acn.ieva''; Xii '-.o. i— 

parison. to expected levels of perforrp.ance xn celauxon -o 
different fursctions -within the 3SIDC. Kovjever/ xt, .is strongly 
suggested that these sessions should not be iXKe rcucine 
meetings in an organization. These should oe like brain- 
storming sessions' to deal x-^ith specific prcolems ana to 
suggest solutions and take decisions for impl ardent ation througn 
time-bound schedules . 

It is xTOrthwhile emphasising here that the MIS is not 

an end in itself^ it is only a "means to an end" and” it 

supports and assista the management process within the 
organization. Moreover^ it should not be treaued as a one-shot 
p r o j ect of th e org an i z at i on ; i t s hould be a con t inuous pheno- 
menon and the system should be reviewed novj and then. In any 
case' introduction of a new report or a return or its withdravjal 
should be a conscious decision arrived on the basis of a 
critical analysis- of 'the effort required to introduce it and. 
the role that it vrau'ld play in the m an agenent process. 

Systam Levels in the BSIDC 

The MIS. design for the BsiDC incorporates a three— level 
reporting structure with data originating at the unit level of 
each ' enterprise of the Corporation . The unit level is not 
only the cost centre incurring' direct costs but also the 
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"profit centre" where the revenue is generated. It 
is this level inhere the actual job is carried out. 

The position of the Chief Executive at the Unit level 
is the focal point for most of the operational 
decis;ions and their implonentation. This position 
is also the "link-pin" betv;een the policy directives 
and the actual operations required to carry them out. 
He represents the inuerface between what are referred ■ 
to as level III and level U in. thaMIS. The next level 
in the organisation is the Board of Directors of 
each unit of which the Chief Executive of the Unit 
should necessarily be a member. In fact his );ole 
should be most active and significant ir* terms of ■ the 
decision-making responsibility for i*jhiGh he must be 
delegated most of the authority. This level is 
referred to as level II in the MIS design. And then 
comes the policy level, referred to as the Level I. 
This level is the Corporate Office of the BSIDC and 
consists of the members of the 'Board of Directors 
(including the Managing Director) who ace responsible 
for taking decisions with iong-term implications and 
formulate the 'strategy for ■ the Corporation as a whole. 

The levels are designated as follows; 
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LEVEL - III. 


LEVEL - 11. . 


This is the first lovei of si 
l.pGated kt the Unit with tne 
of the unit (General Manager 
Director) as its head. 


ipervision .and is 
Chief Execueiva 
or ' 3>:ecu'civ a 


This , consists of the Board of Directors on 


individual unit and includes 


Gen'- 


LEVEL - I 


Manager, 

This is the Corporate- Office of the 3SIDC v.;ith 
its Board of Directors as the policy raahing 
body. 


The MIS Organisation 

existing , 

The/planning cell at the unit level is suggested to 

be reorganized and strengthened to constitute a ''Management 

Services.'*- division v;ith the foilc' dng functions j 

~ ,, Management Information 

Production Planning 
- Materials Planning 

Maiijtenance Policy 
Operations Research Applications 
^ Industrial Engineering 

The MIS cell within the Managaient Services Division 
should be responsible for supplying all information to 
different levels within the organization. They should 
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collect ( not prescribe ) the relevant data on status / perfor- 
mance/ capacity/ etc, for each function within, the unit, on 
the. basis of the data thus collected/ the MIS Cell should 
generate Level III reports for the General Manager of the 
Unit. These reports should be prepared, after filtering out 
the problems and decisions that can be handled at the level 
of the departmental heads. Issues and problems that are 
beyond the delegated powers of' the Heads of Departnients 
should be included for decisions of the General Manager. On 
the basis of information contained in these reports/ the 
General Manager should take and comm.unicate decisions for 
imp lamentation to the concerned hesds of departments/ and give 
the feedback to the MIS cell. This feedback should include 
and highlight those issues v;hich are not within the jurisdic- 
tion .of the G.M. and need to be referred to the Board of 
Directors and/or the Managing Director of the individual Unit. ; 

After filtering out the decisions taken by the conGerned 
General Manager, the MIS cell should draw level II r«^orts : 

meant for the Unit Managing Director/^oard of Directors to be I 

■ ' ! 

forwarded by the General Manager, Decisions on the basis of / 
these reports should be communicated for implementation to ! 
the General Manager of 'the Unit. Most of the problems ; 1 

pertaining to the Unit should be resolved here. However/ 
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exceptional ptcolaras with policy i;.ipiico>.J.on= o.* - ^ 

comraitraents and those affecting other units else s.'.cuxc 

i. n-. V -TO Office of the BSIDC in -ne tcE..; o; 
referred to the Corpoteoe Otfice 

' 4_ 'T-. 'ci O I"* 1 1 A IlC t jO'w X> ^ . 

Level I reports. In any case these shou.o ho 

of reports but exceptional reports in ehe r-ul -etl.-- 

"■ r: ^ nn-H ,ir--f OH diff&i^snt aspects 

addition, performance of each un* o. 


. V -a fn' fh'ta Corporate Office on a querv- 
should be communicated uo ont- ooE.po„_ 

^ ^ fOT Op ©Jt ci'*^ iOH i 

basis for Policy-Review and on a mont-nl/ x 


Review. 


The flow of information is indicated in the diagram 


on the next page. 
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The Systera 


The types, of in form, at ion suggested to be supplied 
to different levels is desG,r,.xbed in the form of three level 
reporting structure explained in the following paragraphs. 


Level - III (Operational Level) T. 

r-— “ — — — . ; . 

The Operational Level consists of the functional neads 

, ■ . ' " ^ 

of various departments: of a unit and the entire v;ork force 
responsible tb, the General Manager. People at this level are 
concerned;, v-zith the ..actual “doing" of the job. This is the 

level where actual production s-ohedules are■dra^^;n/ targets 

^ :■ - ■■ ■ ■ 

achieved/ sales affected services provided. The procur e- 
■nient of reso.urces^.;_,,like mat.erials/ manpower / finance^ etc,, is 

carried out at , this level. These resources result into outpu'U**ii?^ 

•, _ , . 'j : . . . 

;in the form . of produced goods wath the help of equipment and 
' : '■ ■ '• ■■ ' ' ; Cl 

..machinery available in the organisation and services rendered^,^ 

; to the clients . These gobds are sold and supplial to the € 

; ' 

cl lent organisations and money collected* ^ 


-V • ,. ->.• ' . .. . ■.■■■ - •■■■■ ■ ^ ^ 

organisations .and money collected* 

. : . 

' ' ' 

Wiereas the heads of various departments in each unit 


■dmploDent ; the decisions ..taken ;b^ them and/or by the General 
Manager or other higher? '.'ley els / the overall control is 
exercised by the General Manager .on the basis of e3<pected 
performance levels. r , . ,. ., 


r- 

*>«i -y 

r 

CJ^ 

Vi 
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Heads of departments / being responsible for performance ' 
vjithin their own functions, should have a complete toov;ledge 
of day-to-day operations and activities under their control* 
However, critical, items should draw their special attention 
and should be controlled by them while authorising an action 
or granting a sanction. Some examples of such items are; 

- overtime I 

- production hold ups 

- rejections 

- material bottlenecks , . . ; 

- local purchases 

- casual labour ' J 

- facilities to enployees like canteen I 

services, etc. | 

salaries and wages I 

- ' payrrients to suppliers and vendors ’ ' 

del'iveries ’f- ' 

There should not be any regular proforma for reporting j 
the above items to the concerned heads of the departments or the c 
If necessary, the head of a department may record his I 

dec is ions /orders in the form of brief, self-explanatory j 

statement wtiich could be filed after the action is taken. I 
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Reviev; by the Mead o£ the Department (weelcly) 

At the and of a week’s operations, the head of each 
department should review the performance of his function in 
rela.tion to the expected performance. This is il lust ratted 
through some of the items mentioned . belovj;; 

(■’■e) Production t The head of this department should be 

concerned with all aspects of production management but 
the important ones are described below: , 

Quant it yt He has not only to Icnow the number of units 
produced but hov7 the production level compares \\'ith 
the target. In case the gap between the two is 
significant, he has to analyse and identify the 
Causes for the same and take necessary decisions and 
actions to bridge this gap. In case things are beyond 
his control, he must flash an immtediate measage to 

his superior (General Manager) in the fom of- an 
exceptional report for his urgent decision.ii The 
review by the functional head and the cons equent , 
decisions by him or liis superior may result into some 
curative and corrective action for the past problems 
but these decisions 'must prevent the re~occurrence of an 
significant gap between production performance and the 
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Ui) Quality; vjhereas th.e functional head vrauld keep 
a close watch and ca'xrry out saiipling inspection 
on a routine basis for ensuring the quality of 
his products / it would be necessary for him to 
review, at the end of the vjeek, as to the numbers 
rejected in the quality inspection cell of the 
organization. The objective of this revievj is 
two-fold, one, to ke^g^ the performance standards 
of the produced goods within the tolerance limits 
and two, to keep the . rejections: at the minimum 
levOl. He may have to tcike the help of other 
technical experts Within his organization for this 
purpose. 

Ciii) In-process Inventories: This is one of .the impor- 
tant functions to be controlled by the Production 
Manager. He has to determine the size of inventory 
at each stage of production and ensure that the 
norms thus decided are implemented. The obvious 
guiding principles would be to keep minimum stock 
while ensuring that " inprocess “ materials ere 
available to each and. ’every. raachine/operator. 

His decisions vjould be based on matching the 
capacities at various stages of production in his 
plant. 


cost-coatroli The t„ost Important aspect of the 
JoD oi the Hoad of the Production Function iv-ould be 
to minimise the cost of production in his unit. 

Por this purpose the most important decision that 
ne Will have to take wou’ld be about the size of 
^ each batch that different 'shops t bould produce and 
: identify the sequence while minimizing idle time ,*a 

wastage' of material. 

(b) Maintenance* trj'h'h-i- >>-•'*“ 4-t, 

~~~ ® Maintenance of equipment and 

machines is unher the control of th- p»- ' 

Of the: Pioauctxon Manager 

oi:- is an independent function, its nrmnaa ■ , 

^ s.inimlze the loss of productive ttoe due'- to -breakdowns of 

at W tjpe. The person-in-pharge has to take decisions 

• ‘preventive* ^and «i ' • 

braaxdown* maintenance. Data 

on br eal'cdown of each -machine h=s t - v 
, . ^ k€5pt in the form 

. . 4 history sheets including *age‘ ' rl 

• o- apaie parts needing 

i^eplacenent at the timo, ^ 4 : ~ ■ : : : . 

, breaxaom, frequency of breaJc- 

owns, tame between breakdowns, rep'ar time required, loss 

-:Production,andm-anhoursduetobreaMe^^^ 

Materials f The’ meam'no r^e ' 

— — — mealing of weekly review in respect of the 

materials function in a' ' -i. of tht 

" in a BSIDC unit should h-=^ in n-. ^ 

T-. . oe in respect of 

the following aspects* 
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(i) shortages i In addition to knowing of a shortage 
of materials at the tine of its occurrance^ the 
Materials Manager h;3S to reviev; the situation 
of materials supply to reduce the loss of 
production, if any,, due to non-availability of 
materials when required. This X'j'ould, not only 
help him to make materials available but, result ; 
in rationalisation of procurement plans for 
materials . . 

(ii) Receipt ' of materials i In -order to monitor and ^ 
keep track ,of m>aterials due to be received 
within the current -week and the subsequent week, 
the Materials Manager would ne-xd internal data 
on the ‘status* .of the orders placed and the 
delivery dates . This would help himi and his ■ 
staff to plan for inspection c.nd storage of these 
iTi au er i als • 

(iii) Updatings -Whereas most of the material 

transactions in terras of issues , receipts , ' t 
, re jects , clos ing balance, etc . would be" posted 
into the registers (or Kardex) everyday, it is 
important, at the end of the week, to ensure 
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that all recos.ds are updated and status teovjn by 
the Materials Manager. 

(d) Marketing : The Marketing or the Sales Manager of a unit 
is primarily concerned with the achievement of sales 
targets and control of operating expenses incurred in 
achieving these targets. Detailing the salesmen / chacking 
their diaries .and assessing the level of service provided 
by them to the users and the sales outlets are the focus 
of bis activities. His weekly review should include the 
complaints /appreciation of the quality of the products 
their availability in the market/ imploraentation of 
promotional efforts and campaigns , and price regulation. 

For this purpose/ he will have to keep in constant touch 
with the organization's 'markets' and 'clients'. 

(e) .. inancial s The most important financial function at the 
operational level is to keep track of the revenue genera- 
ted by the unit and the costs incurred by it. The accoun- 
ting system should not only update the accounting books but 
also identify the relevant costs for, eacH product and 

: dlldcate appropriate expenses on the basis of the quantity 
^ facilities used. ' They must identify the 

‘ direct and the indirect expenses incurred" by the unit. 

The status and managemerit of working capital form the basis 



of weakly review by the’ "head of' the finance function 
within the unit. 

(£) Personnely Administration^ and industrial Relations; Human 
beings working ' for the organization form its back-bone and 
must be looked sifter as its most precious asset. Any 
dissatisfaction on part of the employees vjould result into 
very low levels of productivity for the organization. 
Therefore all-out and conscious effort would be required 
to be made for motivating and involving the employees in 
the management process in the urtit. Personnel Manager's 
weekly review should include basic amenities like medical . 
aid, accident service, canteen facilities,., working uniforms 
safety devices., etc. In addition, he will, have to have a 
close watch on absentism, punctuality, regularity, and 
productivity. 

There should. not be any special reports on the items 
mentioned above at the operational level. .Tangible data, 
vjherever applicable should be recorded in,: the form or 
registers i-^hich should be rev i.ewad by the concerned heeds of 
the departments as and when desired. , 

The data in these registers should be analyst by : the . 
head of a function (department) to judge the ' functional 
performance as'' compared to the prespecifPsd standards for the 
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activities under his jurisdiction. Ha should look into tne 
deviations for proper action so that the targets given in the 
performance budget are achieved. . Focus for his_ anal';/sis ■would, 
be the ' achievement of targets at minimuni prespecified costs. 

In some cases, it rn ay become necessary for him tq seek revision 
in the performance standards for his ■ activities 

The "weekly review mentioned above is only indicative 
of the type of monitoring required to be performed by a 
functional, head. Depending -on the urgency or delayed time 
lag of some - of the activities^ the concerned head may carry 
out more or less frequent reviews for his function. 

. Level-II (The Tactical Level) 

, This level./ c.ons is ting of the. Chief Executive . (General 
Manager or Executiye Director) of the Unit and its Board of 
Directors/ represents the "link" between the Unit and the 
BSIDC and works under the general direction of the. BSIDC Board. 
This is the. most crucial level in the organization because the 
overall responsibility for planning/ control and coordination 
in respect of all activities of the unit rests here. Therefore^ 
it is necessary that performance in respect of different 
functions in uhe unit is reported/ with reference to the . 
standards laid down for each function/ to the Chief Executive 
of the Unit, vjho represents this level on day-to-tiay . 
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j The reports to be submitted' to. the Gen erai M'^ager 

should be compil'ad for different activities by the Management 
Services Division located in the Unit. The focus of these 
reports should be on the variances of actual performance in 
comparison to the norms and standards laid doxvn for different 
activities. Reasons for these deviations v;ith suggested 
actions should form the core of these reports. 

MIS reports for the General- Manager should be divided 
into tv7o categories: routine and exceptional. These reports 
would supplement the information otherwise gathered by him 
through frequent visits and inspection of various work- 
centres v.dthin the Unit. Types of information to be included 
in these reports is indicated below: 

(i) Production (weekly), including quantity and 
rejections in comparison to targets. 

(ii) Maintenance (exceptional end immediate): Any 
• : breakdown (minor or major) vjhich results into 

stoppage of work or substantial loss of produc- 
tion should be reported immediately to the G.M. 
Data on routine breakdowns and preventive 
maintenance should 'be kept in the form of history 
sheets • for- each equipment , ^ . 
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(iii) Shortage of mategials (exceptional and imrriedxace^ : 
If in spite of the best effort of the Materials 
Manager or Controller of Stores and Purchase, some 
material is not available and it results xnto 
production loss, it should be imm^ediately reportea 
to the General Manager with suggestions for his 
immediate decisions. 

(iv) Surplus Materials (six-monthly) : The list and 
value of all materials which have not been used 
for more than tws or three years (as may be 
■ decided by the BSIDC -Board) vjxthin the unit should 
be reported to the General Manager for disposal 
: : d.acision. These may be offered to other, units or 
disposal off in the market. 

(v) stock Value of Materials (Six-monthly); Monthly 
average of the value of materials during the 
• preceding six months should be reported in conpari- 
son to the value of production on the same basis. 
The General Manager on the basis of these figures 
v;ould fix up the norms for inventory holdings in 
comparison to production. 

(vi) stock of Finished Goods (monthly); The General 
Manager should know the stock position (both in 


units and in rupee value) of all major finished 
products in camparison to the sale and deliverY- 
of the same. 

(vii) Achievement o£ Sales Targets (monthly and exceptions 
The Ganerel Mmager must be informed of the 
volume and value of sales in comparison to the 
target ,:ind reasons for deviations, if any. The 
reward, incentives and diincentives of the, sales 
force should be linked with the achievement of 
targets.. Serious gaps and lapses should be ' 

reported immediately. 

(viii) Complaints (qfuarterly and exceptional) : All comp- 
laints, about the product quality, the behaviour 
of the distributors , suppliers and the s ales - force 
should be ccmpiled and reported to the General ; ; 
Manager on a quaterly basis. In addition, ‘ j 

exceptional report on a complaint of serious : 

nature should be sent immediately. — 

(ix) Cost of Production (quarterly, arinuai): Vfliere'as the 
direct cost of production should be monitored on 
3' quarterly basis, the total cost of a product, 
after allocating the -indirect expenses meaningfully, 
should be revie^'/esd by him on an annual basis. This | 
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v;ould help hir, to fix and revise the price of the 
company’s product-s as also to keep a watch on 
the unproductive costs associated x\Tith. ,tiae 
products • 

In addition to the r^orts mentioned above, the General 
Manager may ask for ^y information in an exceptional form 
from any of the functional departments as and vjhen he may 
need. Also, he should.be available all the time to the depart- 
mental heads for advice and consult aticii . 

on the basis of various kinds of informaticn available 
with the General Manager, most of the decisicns for fixing-, 
targets and requirements of resources will be taken at his 
level* Most of the control, within the organization should be 
exercised' by him* In situations where he cannot take the 
decisions' himself , he may. refer the raatuars to the Board of 
Directors of the Unit or seek a.dvice from the BSIDC Headquar- 
ters.' However situations of this type would be exceptional 
rather than routine in nature.' ; • . 

Level - I (Ihe Strategic Level) 

This level should consist of the. Board of Directors 
of the BSIDC with the Managing Director as a full tixne employee 
of the Corporation.' Apart from being the Chief Ebcecutive of the 
BSIDC, he would be the link, between the individual units and 


the Corporation. He and the Board would primarily be 
concerned w’ith the following policy functions af the BSIDC: 

(a) Corporate Plan for each unit 

(b) Major Investment Decisions 

(c) Product Diversification 

(d) Annual Production Targets 

(e) Budget Sanctions 

(f) Pricing Policy 

(g) Major negotiations with Unions , Government etc. 

(h) Foreign Collaboration and Imports 

With reference to the MIS, this level vrould need 
.information for taking the policy decisions as also to be 
apprised of the "health" of each unit. 

In order that the bsidg and its units "grow" meaning 
fully/ it is necessary rhat specific decisions on policy 
matters and long-range planning are taken by the top level 
through participative consultations With operating levels/ 
i.e,, the individual units. Apart from generating mutual 
confidence^ this process will result in each level knov^ing 
the oberall objectives of the Corporation and indicate the 
contribution e3<peGted to be' made by each unit. : 
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The highest level should get c 
tion regarding the following: 


ir and concise infornia- 


Net operating results of each unit 

Matters required to be approved or decided by 

the M ,D. or BSIDC Board 

Problems requiring the advice/decision of the 
specialists in the BSIDC. 

- 'Board meetings (agenda it eras ) . - 

For the purpose of. control by the Corporate Office 
of the BSIDC, the following two reports are suggested to be 
submitted by each unit, 

1. Monthly Operational Review; This report should high- 
light ■■in a summary form the overall operations in each 
unit and the fine acial position of the BSIDC as a 
whole. It should include the following items : 

CD Production (units and value) in comparison to targets. 
Matters requiring decision/actions of the Corporate 
■Office should be preidentified with specific sugges- 
■ tions ■ ' 

(iD Commercial performance on sales (units and value) in 
c crap arisen with targets 
(iii) Financial Position. 
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(iv) Any s arious ■ complaints and bottl-snecks (other matters 
of immediate consequences requiring the intervention 
of the Corporate Office should he communicated in the 
form of exceptional report as and when the need arises). 

2‘ Quarterly Policy Revjevj Report; Scmie of the points that 

should he highlighted in these reports are indicated 
helow: 

(i) Production Capacity and its Utilization 

(ii) Investnients and Capital Expenditure 

(iii) Industrial Relations (descriptive) 

(iv) Financial Contribution (Projected profit and loss) 

(v) Cost of Production 

(vi) Demand forecasts/ etc. 

M an aggnent Services Division in the BSIDC 

h planning cell to provide the staff services to the 
BSIDC exists in the Head office# However/ its functions are 
not clearly defined. It is believed that this centralised 
staff group in the corporate office can effectively provide ^ 
the guidance and assistance in obtaining a meaningful 
approach to planning in the 'BSIDC. This can be achieved by: 

(i) defining its functions,, properly and 

it by including staff specialists 
at fairly high levels. 



The functions of this division should includG; 

(a) Corporate Planning 
(:b) Performance Budgeting 

(c) Operations Research .and Industrial Engineering 

(d) Materials Planning 

(e) Inforrriation Processing 

(£) Engineering and Technical Services 

Cg) Formulation and Appraisal of Investment Projects 

Ch) Marketing Research 

The above specialist functions should help the 
corporation take the major policy decisions in respect of 
the following: 

(a) Products to be produced and diversification 

(b) Product Mix of various products 

(c) ^incilliary Development 

(d) Choice of technology/ equipment end infrastructure 

(e) Investments to be made ' ■ 

(f) Manpower recruitment ' ' • 

(g) ■staffing norms ; - ^ 

(h) Incentive schemes /' etc, 

A fundamental objective of this division is to achieve 
an integration in planning so that realistic targets are set 
on the basis of resources available with an eye on cost 
effectiveness for the BSIDC as a whole,. 



Conclus ion 


In order to achieve ciny significant benefit from the 
proposed MIS, it is ii'nportant that the system is implemented 
in the right spirit and conscious efforts are made by the 


BSIDC to introduce the necessary changes. Some of the 
important requirements for successful implementation of the 


system are indicated below: 


(i) The conventional budget should be chang^ad to 
P er f orrn ance Budg et * 

(ii) Norms and standards should be fiaied. 

(iii) Financial and administrative pov'ers should be 
delegated and exercised. 

(iv) The Managem>ent Services Cells at the Corporate 
Office cind in the units should be properly 
organised. Kov;ever to beg.in vjith, activities like 
Industrial Enginseiring, Production Scheduling, 
Market Research, ate. should be promptly undertaken 

(v) Reports and returns should be rationalised with 
reference to the typos of information suggested 
in the mis. ■ 

(vi) Principle of "Management by 'Exception" should 

form the basis of the managcaiient process in the 


BSIDC 




SUrririiarv of Siaggestions and Recomn\endations 

The Bihar .State Industria.1 Development Corporation is, 
ess enti, ally, a group of geographic ally-scattered 
industrial units, engaged in the manuf eicture of dispar a- 
ta products, ranging from fertilisers to spun-silk yarn. 
Each of these Units is' totally different from the other 
in several respects ;sa.y; in terms of si 2 e,'li'atu.re'' of ' the 
output, the raw-materials, m^aJiuf acturing , purchasing, 
engineering problems, let alone the ever-changing pres- 
sures of market- forceps »■ Besides, as the Gorporation ,, 
grows further and .expands over time, it v/iil- become . for 
more difficult for top management to get and give all ■ 
th e ( 1 ) tim e , ( 2 ) en erg y, . and„(3) kn owd edg e tot ake .all 
decisions policy as w’Cll. as operationhl. Not .only the 
cosus :of corrmuniceting =.det ails and decis ions /. to and e. 
fro, would mount, but also the ensuing delays vrauld ra.rik-e 
matters -worse. Because of this greaic. variety of diversi- 
ty ,distanGes and circumstances, - both at present and 
in future - there ate therefore, compelling reasons for 
“decentralisation", i.e., authority to take decision 
must be delecfated to near the- "scene of action". 


This "decentralisation" must cake place at least an 
three levels; one / frcro the State Government, to the 
Board; Tko from the Board to the Chairman-cum-M an aging 
Director/ and Three , frari the Chairman-cum-Managing Diracto 
to the General Managers of the various Units. 

For this purpose, all kinds of decision affecting the 
day-to-day running of a Unit vjould he divided into ti-r) 
broad categoric: (l) Strategic Decisions , and (2) Oper a- 
tjonal Decisions , the former to- be, made at the Headquarters 
in consultation with a General Manager, and the latter by 
the General Manager without reference to the Headquarters. 

Each Unit would serve as a "Prof it Centre" . The General ' 
Manager would enjoy considerable autonomy within the 
scope anc parameters of the jov/ers jm\plied in . the "Opera- 
tional decisions" and. would be held accountable for the - 
success or failure of the Unit, i£ he succeeds , he is 
immediately rewarded;, if he fails, he loses his reputation 
(if not the job) , . , 

"Decentralisation" need not be uniform in respect of ail 
the Units. The H ead^ju art ers would have to strike a care- 
ful balance betweai the needs of centralisation and 
decentralisation in view of factors , such as, size ^d 
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■ scale of investment in the Unit ^ the kn owl tdg e/experien- 
ce/ and initiative of the General an an ensv'dto, . 

6, Delegation of po'wers can even prove useful within Units 
provided there are enterprising men at the middle and 
first-line of command. 

7. There is need to appoint, on a 'permanent basis, person- 
nel managers in all those Units \ihich have hcbt a tradi- 
tion of managament-v.’orkers i5robl-..3:ns (for example, 
Bhagalpur can be exempted as it is not a uni ionized area 
at present). These positions must be held only by bright^ 
highly motivated and professionally-trained men and their i 

- major responsibility would be to constantly monitor the 
labour probl-eras early enough and report them to the. , 

General Manager for quick action# . : I 

8. ' . All such positions in the Units vjhich the past ekperiencee 

has shov^n to be redundant should be abolished. V i 

9, The Corporation is,. almost bogg«3 do\m by the typical i 

,, 'hi 

"governmental culture" because of the long-standing i 

tradition to appoint ‘ deputation is ts ‘ to key positions : 
all over. If the Corporation is to accjuire its true 
character of being a "trading body" for \;hich both the ; 
"economic" and "social" ef fectivencass" are etjually ' 
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important goals-#., it must be jptepared to undergo 
surgery whereby all alien bureaucratic culture ( 


a little 
includino 


goveriMeH'feal rules/rG(^lations /. procedures) is chopped 
off. 

lO. The terra of the office of the Chairman-cura-M an aging Director 
should be increased from 3 to 5 years. How’evcr, if there 
is any legal problGm, in doing so, a nev; position ti-cled 
''Deputy Managing Director" may ba created. 


11. Planning and development functions at the Headquarters 
■ may be centralised and the nev; Section be named as 

"Scanning > Planning and 'Development" . The Head of this 
Section must be onq^iio has, e3<perience in as -many engineering 
fields as possible.. , . 

12. If 'personnel' section at the Headquarters is to play its 
fuller role, then it must be accorded a much broader role, 
a higher organisational status and be headed by a truly 
qualified person. The. name of the Section be changed to: 
"Human Res-ource. Development Division". 

13. There is an urgent need tp ingrease the sensitivity of the 
key manbers of managaaent in . all the BSIDC plants to the 

n gw developments in- industrial management the wb;^id over 
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14. A 'participating: worker' is said to be an 'involved 
worker'. The Units should therefore try to increase 

the participation of labour in rAanagement at the 'indivi- 
dual' as v;ell as the 'group' level. 

15. ” ESnployee mass meetings"/ held at regular intervals/ 

can be of great help in building bridges bertiween the 
management and labour and demolishing any misunderstand- ■ : 
ings between the two . ' 

16. 'The Corporation must work out a written statement of 

its 'Labour Policy" and distribute its copies amongst 
all plant managements and the union representatives. 

The Policy vjould clearly list out, inter alia, (l) rights 
and responsibilities of raanagaT.ent, and (2) rights :t'ind 
responsibilities of union/w’orkers . 

17 . The time to stop a labour problem is to act before it 

starts. H:ence/ all grievances of workers must be attended 
to immediately, _ A ;- 

18. In a poor country like India most workers/ whether in 
the fields or factories/ are standing at the lowest rung 
of their need-hierarchies / namely / fulfilment of their 
Qcon'cmic needs. Therefore/ an important thing tc 
ranonber is that they are very easily satisfied - with 
only small monetary concessions / given gracefully not 
grudgingly. 
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19. As far as possible, the plant rnanagc^aents should try to 
enter long-term agreements vjith the Unions. 

20. The scope of compensation for health/care (medical 
expenses) should be uhe same for all, ir?;esp active of the 
status of the employee. In a socialist, democratic 
society such distinctions should be considerably reduced, 
if not totally abolished. 

21. Wealthy Units (such as High Tension, Ranchi, and Spun SilJo, 
■ Bhagalpur) should not heseitate to be a bit liberal in 

granting additional concessions/facilities to the vjorkers . 

22. fecial welfare plans should be inaugurated during the days 
of prosperity of a particular plant and then publiciz'od 
extensively amongst the workers of those Units which are 
still going through herd times. 

23. Ten per cent of the total pre-tax profits turned out by 
a Unit should be made available to the managOTont bf the 

Unit for investment into housing for workers and other 
staff members . 

24. Management should make it a point to hold fortnightly or 
monthly meetings to consult the foremen in all such 
matters where their advice is necessary. They should 
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not however be used as 'spies* but as rnOTbers of the 
"plant fcuTiily" genuinely interested in the ivelf are"o£ 
the workers as well as in the coamon purpose of the 
factory. 

25, The present collective incentive scheme does not recogni 
the contributions made by high-producing individual 
workers/ the skilled or the unskilled, or a shop taan. 
Managements are advised to d^esign a suppl~rnentary scheme 
th.at vjould provide, additional benefits to the truly 
motivated individuals/teams . 

26, The structure of incentives in ail plants should also 
include non-f inanciai revjards in the form of "forrnelizc-d 
praise" Model v-orkers and mod el-t earns would be selected 
end in addition to th£5 material rewaxds, they aould 
also be publicly prais-ad . and held up, for^ emulation by 
others. Pictures of such vjorkers or taam-raembers can he 
displayed at appropriate places in the factory buildings 

27, Avjards (say wrist vjatches or saris) can also be insti- 
tuted for the spouses of outstanding individual workers 
to gain the sympathy of the "worker - behind >• the 
vv’orkcr" for the Unit/corporation. 

. Special prizes for econony in tho use of ra\\^-matorials , 
etc, may -also be uried. 


28 
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29. 


Vuifes like High Tension 
workers during lunch and 


might like to provide music to 
rest periods in the dining hall. 


They hrve the right setting and the money, too. 


30. "Employees Suggestion Schemes" v;hich failed to, enthuse the 
workers in the past can succeed only when carefully 
executed. 

31. In ultimate analysis, no one grand incentive strategy 

for one single plant — much less for all the plants - would 
work all the time. The important thing to do is to monitor 
the "need-hierarchies" of the workers periodically and 
. modify the incentive sch'ames accordingly. 

32. ’When a General Manager produces profit ‘fast*, the rev/ard 
to him should also come equally ‘fast*. If thcit does not 
happen, pche ‘hen* that lays ‘golden eggs’ can sometimes 
get ‘killed'. 

33 . Sompar able and attractive pay— scales for workers, foranen 
and other members of the staff would not only reduce the 
existing widespread discontentment but would go a long 

’ , \’jay in vanning over their interest and loyalty on a 

perm'anent basis. 

34 . The Corporation should, as far as possible, follow a 

' policy of .promotion from ' ranks . ' " " ' 
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35. Surplus staff - v/hether in the shops or in the administra- 
tive block - should be trimmed. In future if a certain 
activity requires the energies of five persons^ only 
four should be onployed, 

36. The lov^-sounding of ficial-titlv; can sornotimes be the 
cause of job-diss at is faction , For instanccv tho morale . : 
and motivation of the BSIDC "junior engineers" is sure ; 
to move up if they are designated as "assistant engineers'V; 
It v;auld O . cost the Corporation nothing. 

37. "Discipline" should be a collective responsibility to be O : 

shared by the manager, -ant and the Unions. I 

38. Performance of ail anployot;s should^ be measured by 

"results" to be achieved according to pre-detorndned ; 

targets . . i 

39. Four types of training prog rairumvas ^'jould best suit the 

needs of the Corporation. The training programmes must J 
have the full support of the top manacm ..'.’lont , i 

, The personnel officers in all the plants have v ry 

important roles to play. The best service they Cen g f 

render to their managamients is by carrying ^iiut^ every six1 
months or so^ raor alo/surveys of the v/orkers and uthe-rs 
and thereby provide the necessary feedback for suitable 
changes in policies and practices direct .ad at the vjorkers: 


40 
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41. A proper planning and appraisal of the ventur^^ unaert.,3ker! 
by the Corporation is essential so ohao one iiTiplH'' c-ntatich 
of the various projects and later on operating onese as 
running enterprises may yield the desired results , 

42. The projects vjhich the Corporation undertakes for inpl anient 
tion have to be an integral part of the State plan for 


industrialisation, and must' relate to the scheme of 
priorities es decided through the planning process. Within 
this fr amex-jotk, the Corporation should be the fit agency 
for indentifying projects for iniploten'tation to achieve its 
objectives. This requires the nece.--rsa.ry c.ap rbilities to be 
developed in the Planning and Development wing of the 
Corporation for the task of identification of projects within 
the Plan fraraework for industrialisation of the State of Bihar 
A person at senior level and possessing good background of 
economic planning needs to be included among the staff of 
the Planning and Development Wing for the purpose of 
undertaking the task of identifying projects suitable to 
be undertaken by the Corporation. 

43.- Equally important task of the Planning and Development wing 
should be to undertake a.proper appraisal of each project 
identifi^ for evaluation.; Our suggestion is that the neces- 
sary Capability should be developed x^/ithin the 
Planning and Development- wing of the Corporaticn for 
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carrying out project- appraisal exercises culminating 
into feasibility studies. The inclusion of an Economist^ 
expert in project planning, in the Planning and Develop- 
ment wing alongwith other teclmical experts should enable 
development of capabilities for the necessary data collec- 
tion and its analysis for undertaking project appraisal 
exercises , 

44. Both, financial and economic appraisal on scientific 
lines need to be done for each of the projects of the 
Corporation so that later on v;hen these become running 
enterprises, their results could be evaluated against a 
properly pre-determined guiding frame. It is, therefore, 
imperative that the necessary capability for appraisal 
of projects is developed v^ithin the Corporation, and 
later on vjhen these projects become running units the 
same capsibility of the Corporation is utilised for 
monitoring and evaluating the results of these vantur'es 
against those projected in the feasibility studies. An 
intimate relationship and proper co-ordination between 
the Planning 'and Development wing and the'Finance wing 
of the Corporation would be necessary both fot the 
purposas of' appraisal of projects and for monitoring 
their performancve. These specialized and so“phisticat,ad 
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jobs would need to be perfosrnisd by well qusliti-d 
talented experts both in the Planning and Dave lopn 
and in the Finance Wing. The Corporation sneuia, 
make efforts to attract and retain suitably cjUaixr 


:jnt wing 

ied .and 



experienced personnel in these two v;ings . The present 
salary scales offered by the Corporation to such like experts 
are not adequate and need to be revised upveards . 


45, It is suggested that the Corporation should include in its 
Planning and Development iriing expertise for carrying out 
marketing studies for making the necessary d(3miand projec~ 
tions to ensure that a project being appraised would be 
commercially viable, A sound marketing expertise available 
in the headquarters organissation can be of great help in 
conducting useful studio to provide the necessary basis for 
the Corporation's future expansion programme and to 
determine production priorities . 

46. There is also need to equip each Unit of the Corporation 
with an expert marketing cell , This cell should maintain 

intimate touch with the market conditions an keep stmdy~ 
any product modification or diversification becomes 
necessary-. It should function directly under the charge 
of the General Manager of the Unit, assist him in 
promoting sales of the products of the factory. 
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47. It is imperative for the Corporation to ensure that its 
ve.rious Units are operating with the necessary efficiency 
and economy. This can be achieved if the Units function 
on a properly framed scheme of performance budgeting. 

In order to operationalise the scheme of performance 
budgeting, it is necessary that the concept is also built 
into the structure of aGCounts to facilitate monitoring 
of expenditure incurred on specific activities. 

48. A significant importance should be attrached by the Units 
to a proper framing of norms and standards applic^le 

•to different manufcicturing/ production, end task perfor- 
mance situations'. 

49. The operation of a scheme of performance budgeting in 

a Unit would require a clear delii'teation of functions and 
respons ibilities for the accornplisl'imcarjt of specific taste 
by the responsibility centres created for the purpose. 

In such a scheme, the various stages of a maiiufacturing 
process or the units of production should be subjected 
to proper costing, a proper costing of the manufacture 
of a product is necessary whether it is done in terras of 
process costing or job costing or batch costing. : ; r 
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50. 


It is suggested that -each enterprise under th' 
should 'standardize its cost of production as 


Corporation 
elated to 


different perfonnance units. The iserfocmancs of the 
operating units should be ev alu at -ed against the pre- 
determined standard costs. Collection of costs for each 
stage of production or for each job v^/ould facilitate 
creation of a system of responsibility accounting to 
correspond to clearly delineated responsibility centres. 


51. The norms used for preparing budget estimates, to be 
realistic and workable should be developed as a joint 
exercise between the workers , the management cf the Unit, 
and representatives of the .headquarters . Once th^e norm,s 
become accapte-ble to the three parties mentioned, each of 

.. themuA/ould agree to the quantum of production or the amount 
of work to be turned out within a specified period and at 
, properly worked out cost. 

52. It is suggested that the head(^arters of the Corporation 
should scrutinize the budgets of the Units according to 
the rec^iranents of performance budgeting in terms of u-.. 

^ ^ out and accepted norms and standards 

before these budgets are placed before the Board for 
^proved. After these budgets are sanctioned and as they 
are operated upon by the concern ai enterprises , the r 
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Corporation's headquarters should keep monitoring informa- 
tion regarding per.formiance od these enterprises as com- 
pared with thoir budget plans. A suGcessful operation 
of a scheme of performance budgeting would, however, 
require each enterprise to be properly equipp'od v;ith 
expert accounts staff capable of doing cost accounting 
functions . 


53. For conducting variance analysis to evaluate the perfor- 
mance of different responsibility centres, accounting 
end finance wings in the hesadquarters and in the Units 
should be equipped with managamont accounting cells 
staffed by qualified and trained personnel. jNn impor- 
tant task of a main ag cm ent accounting cell would be to 
compare actual performance of various activities wdth 
their respective- budget plans, and to analyze and inter- 
pret the variance between these tvjo. 

54. An important function of the management accounting cell 
in, the headquarters should be to conduct audit, perioai- 
cially, of the various Units of the Corporation. Apart 
from carrying out financial audit, such an internal audit 
agency should keep reviewing the operation of the scheme 
of performance budgeting in the Units. 

55. It is necessary that the management accounting cell in 
the headquarters should be staffed v;ith qualified and 
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trained perseia~el well— versed in the "cechniques of auaxt 
and perfoi’rTi ance evaluation* The Corporation should also 
arrange for occasional ejcposure-. of manago'nent accounting 
personnel to the modern techniques of management by 
sponsoring them for refresher training courses. 

56. A Pin an cieil Adviser of a sufficiently senior level should 
be ip-charge of the financial function in the Corporation. 

He should be also head of the accounting organization 
including its managonent accounting cell. The organiasa- 
tional set-up of the Financial Adviser's department ^^;ould 
need to be in accord V7ith the various functions required to 
be discharged by it. 

. ■ ! 

57. The Financial Adviser's department should be adequately i 

staffed with other finance and accounts esiparts required : ^ 

■ ■ ■ ' ■,::i 

for carrying out the, various jobs. These personnel x^ould 

need to be paid good scales of pay to attraict and retain ^ ' 

' ■ ■ -1 

■qualified and experienced persons in this department. The 

pres ent scales of pay in the Corporation offered to such like ' 

and need to be upgrade! . i 

' , ■ ■ / ■ : :• ij 

58. - Xt is suggestedpthat the limit for purchasing an it< 3 T\ by 

the General Manager of a Unit on one: quotation basis should ' 

be raised to Rs. 1500/- per itai\,. it has been observed that . 
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requiremenfc of throe or mora quotations in respect of purchases 
of itcams not substantial in value/ does not serve any useful 
purpose of financial control. In fact, such a systiom results 
e in soroe unhealthy practices being followed by the suppliers of 

such itOTS in the sense that the same supplier vrauld furnish 
I three quotations under three- different nerves of firms. A 

bette-r approach in such a situation \>jould be that a conunittee 
I comprising of three officers should be empowered to make final' 

■ selection of an item of purchase even v,'.ithout obtaining three 

I 

, quotations for the purpose. One of the niiambers of the ccmrnit- 

* tee should be the officer concerned who needs the item, proposal 

for purchase. The other tw members may be from other senior 

> officers of the enterprise, such as, the General Manager, 

Chief of Accounts, Purchase Officer, etc. 

59 . The purchas es of ittaris costing more thaii Rs»l500/~ each may, 

• however, continue to be transacted, as at present, through a 

r 

purchase comittee specifically constituted for the purpose. 

( The limit of Rs .50,000/- beyond which a ref erence becomes 

' necessary to ba made to the Corpc'.ratiox'i's headquarters if 

t the lowest qudatiun is not. accepted by the purchase conrnittee 

' raay, however, be revised upvxards . Also, for capital items, 

K: ' , ' ; : ' 

^ the monetary lunits need to be raistd in respect of itatis for 

' which the purchase can be effected through the purchase 

I 

committee and also in other cases xvhere approval of the Corpor 
' tion*s headquarters is necessary. 


ni 
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60. It would/ hov.'cveC/ help to steiiidetdiae as mv-ifiy iteiTiS of 

^purchase as possible/ etld to enear into rate Conor ace with 
reputed firms 3;o that after the need for purcnasing an 
item is established/ the various procedures for procuring 
it can be cut short,. Powers for making these purchases 
can even be delegated to individual officers . 


61, To ensure .proper control and accountability at various 
levels of manag'ament/ a systari, of reporting and returns 
should be built into the scheme of delegations. 

62. The purpose of control in the BSIDC is to .bi’idge the gap 
between actual performance and e?<p acted performance. 
Therefore/ all information on performance should be 
reported with reference to e3<pocted level of performance at 
each level. 


63, Seif-sufficiency narrative- reports should form a part 
of the regular reports designed to be- submitted to 
different levels in the BSlDG. 

64, Specxal problems should be highlighted in the form of 
-"fecial Action Reports*'/ which should be exceptional 
in nature. 
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65. Solutions to special probloms in the form of "Action 
Programraes " v;ith time schedules and clearly defined 
responsibilities should be communicated in the form of 
feedback. 

66. ' Officers to be deputed to resolve the special iDrcbloms 

should have adequate financial eind adniinisurative deleg 
tion to taka on-the-spot d'ocisions. 

67. Purpose served by existing reports sliauld be clearly 
etstablished on the beisis of what has actually been dona 
on the basis of the-s a reports and not by imagining the 
purpose that these reports may serve in future. 

68. Need for introduction or withdrawal of a report should 
be established on the basis of the role pi ciyal/esqs acted 
to be played by it in the management proctess . 

69 .■ All routine things should be disposed off at the unit 
level and the Chief Executive (GM-aiar el Manager) of the 
Unit should be delegated most of the finaricial and 
administrative powers for all operational and routine 
decisions . 

70, Review of performance at the Unit level is suggestLcl to 
be carr_ed out on the basis of the analysis of per- 
formance in comparison to the oxpcctsd levels of per- 
formancG; problems faced should be clearly spelt out 
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and'soluti^rjs specif iad--throuca unambiguous decisions 
on a tirrie-bound programme. 

Operational review by the BS.IDC corporate office should 
be darried out on major items on the basis of Level I 
Reports received by than. 

72. Policy review on a cjaarterly basis by the Head Office 
should r^asult into tangible operational plans and targets 
for achievements by each unit, 

73. Routine matters should neither , be asked nor reported to 
the Corporate Office, 

74. The: existing planning cell in the head office should be 
reorganised into a strong management sem/ ices diviaicn . 

75. The Planning Cell in the Unit should also be re-organised 
vjith a conscious and strong bias in favour of Industrial 
isngineering Activity, 

76. The Management Services Division at the head office and 
the Units should be manned by the most capable and 
innovative people within the organisation. If necessary, 
scsme highly qualified persons with relevant experience m.ay 
be appointed by the organisation. 
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77. Heads o£ departments and the General Manager of each 
Unit should be delegated all finenciEl and adininistra- 
tive powers to take day-to-day decisions . 

78. The head of a department should have a complete knowledge 
of the working of his department not through the MIS 

but through his physical presence there. 

79. Weekly review by the Head of Department should form the 
basis for analysis of all performance within a function. 

80. There should be no reports for heeds of departments. 
Achievements records should be kept in the form of 
registers v;ith targets rnentionfsd therein. 

81. Reports (Regular and Exceptional) to the General Manager 
should have a focus on ccraparison of actual psrforraance 
with targets . 








